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Ottawa, Ontario, 
Friday, 
May 6, 1960. 


---0On commencing at 10.00 a.m. 
THE CHAIRMAN: Mr. Sinclair? 
CROSS-EXAMINATION BY MR. SINCLAIR: 


Q. Mr. Magee, before dealing with some of the 
sections of your submission, it may be helpful if I just 
ask you some questions to bring into focus the fundamenta 
submissions of your association in its presentation to thils 
Commission. 

Now, in the first place - and you have made 
this clear, I think, in the answers that you have given 
to a number of my friends, that, fundamentally, Canadian 
Trucking Associations is concerned with maintaining 
private enterprise in the transportation industry in 
Canada. 

MR. MAGEE: Yes, that is correct, Mr. Sinclair. 

Q. And flowing from that fundamental point it 
is necessary, in Canadian Trucking Associations! view, 
that there should be a financially sound trucking industr 
in Canada? 

MR. MAGEE: Yes, we believe that. 

Q. And also a financially sound railway indust 

MR. MAGEE: Yes,we believe that, too, 

Mr. Sinclair. 

Q. And, indeed, a financially sound shipping 
industry? 

MR. MAGEE: Yes. 

Q. And, indeed, a financially sound air 
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2|| transportation industry? 


MR. MAGEE: Yes. 


5 
4 Q. Now, another fundamental issue, concept 
of Canadian Trucking Associations is that there should 
; be a fostering of competition within various transportation 
. media; that is to say, that there should be competition 
7 among truckers, among railways, among airlines, among 
8| shipping undertakings? 
9 MR. MAGEE: Yes, we believe that there should b 


10| Competition, and we also believe that if situations arise 


Which may threaten the maintenance of competition there 


11 
re should be measures to preserve it, Mr. Sinclair. 
Q. And, fundamentally, all transportation 
13 
media in Canada, including the one that you have been 
14 


here representing these last few days, are to be operated 
15! and regulated in what is loosely described as the public 


16 interest. It transcends,the public interest transcends. 


17 | MR. MAGEE: We believe that they should be 
18 operated in the public interest, regulation should occur 
19 in the public interest. 

Q@. And that regulation should only be intro- 
. duced if the regulator of competition is not affected? 
21 


MR. MAGEE: We believe that regulation 
should also exist if it is necessary to preserve compet- 
ition. 

Qe You want to have the test of the market 
place superseded, then, under certain conditions. 

MR. MAGEE: We would call them - I would say 
that we wottla want to have the test of the market place 


exist; that is our belief. 
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Q. That is fundamental. 

MR. MAGEE: Yes. 

Q. And on certain occasions that should be 
superseded, is it your view, for the protection of an 
interest. 

MR. MAGEE: We believe that where there is 
a possibility that competition may be -- the continuance 
of competition may be undermined, that in addition to 
the test of the market place there must be some, what 
we would call, minimum regulation to preserve competition 

Q. Mr. Magee, if the regulator is competition 
and if regulation is introduced only to take the 
place of competition, then you either have competition 
or regulation; one supplants the other, does it not? 
That is the theory of competition, is it not, and the 
theory of regulations. 

MR. MAGEE: We believe that competition can 
exist even when there is regulation, Mr. Sinclair. 

Q. But I think you made this clear to 
Mr. Cooper, that competition can be destroyed by over- 
regulation? 

MR. MAGEE: Well, we certainly don't believe 
that there should be over-regulation of transportation. 

I agree with that, Mr. Sinclair. 

Q. And you would also agree that a transport- 
ation medium that carries its burden of taxation like 
all other profit-making organizations in the community 
is something that is without question of general benefit. 

MR. MAGEE: I am sorry, could you -- 


Q. I say, do you agree that transportation 
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carries its share of the income tax burden like all othe 
profit-making organizations in the community and that 
should be unquestionably put down as in the public 
interest. There is no equivocation about that at all? 

MR. MAGEE: Considered to be operating in the 
public interest? 

Q. Tes. 

MR. MAGEE: Well, provided all the other 
conditions it was fulfilling were properly attended to, 
I would say. 

Q. Now, Sir Winston Churchill just recently 
put it this way: "Some socialists regard private ente 
prise as a predatory tiger to be shot. Others look upo 
it as a cow to be milked. Only a handful see it’ for 
what it really is, a strong and willing horse that pull 
the cart along." You would agree with that? 

MR .MAGEE: Yes, I certainly would, Mr. Sincl 

Q. Now, in view of the fundamental concepts 
that we have, maybe we could take a look at the Highway 
Transport Act as you have submitted it to this Commissio 
Possibly the best way to look at this is to list what 
it is intended to do, in principle, in regard to highwa 
transport. First, maybe you would like to note these 
down along the side of your brief at the act, because 
I am going to come back and take a look at them with 
you in various aspects. I am sure you won't find them 
hard to agree with. 

MR. MAGEE: I hope not. 

Q. First, the Highway Transport Act that 


you propose does not in any way deal with intraprovincia 
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highway transport. 

MR. MAGEE: Well, I will make a note of that. 

Q. It is drafted and it was intended to be 
drafted to deal with extraprovincial. 

MR. MAGEE: Oh, yes, that is correct, 

Mr. Sinclair. 

Q. And so therefore it is intended to exclude 
completely from its provisions intraprovincial highway 
transport? 

MR. MAGEE: Except that it would include the 
intraprovincial components of extraprovincial undertakin 

Q. It would? 

MR. MAGEE: Yes, 

Q. In what section does it say that? Are 
you sure that that is what you intended to do? 

MR. MAGEE: Well, I make that statement becaus 
Mr. Sinclair, this is an act to control extraprovincial 
transport; and, as I understand the effect of the decisio 
of the Judicial Committee of the Privy Council, it was 
that the intraprovincial components of the extraprovincia 
undertaking are one and indivisible and are all part of 
the one undertaking. 

Q. It may be all part of the same undertakin 
but it does not mean that when you try to regulate the 
undertaking you have to regulate all its components, 
and my question to you is: I take it, tnen, that you 
did intend to regulate the intraprovincial components 
of an extraprovincial highway transport undertaking. 

If that is what you intended to do - you may not have 
accomplished it, but what I am trying to find out is 
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what you intended to do. 

MR. MAGEE: Yes. 

Q. You did intend that the bill that you 
proposed would result in control of intraprovincial 
components of an extraprovincial undertaking. 

MR. HUME: I think it is fair to say - this 
is a legal question - that that is the intention so far 
as the judgment of the judicial committee of the Privy 
Council makes it effective. If some subsequent 
decision clarifies or interprets that judgment of the 
eeiry Council so that it does not, then, of course, 
parliament of Canada could not regulate it, and that would 
be ‘the ‘end ‘of “1t. 

THE CHAIRMAN: I think, Mr. Hume, that the 
question is in order, because we have here a bill which 
reduces to writing the views of the association, and 
Mr. Sinclair merely wishes to know what was intended 
in the reduction to writing. Is that right, 


Mr. Sinclair? 


(Page 11352 follows) 
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MR, SINCLAIR: That is correct, sir. 

MR. MAGEE: What is intended is the regula- 
tion of extra-provincial highway transport, which is 
within the Jurisdiction of parliament. 

MR. SINCLAIR: Q. You would intend, there- 
fore, to have, for instance in the Province of Alberta 
or the Province of Ontario, to have some kind of control 
on extra-provincial movements if they were part of 
an extra-provincial undertaking, as ones that were purely 
extra-provincial in their operation? 

MR. MAGEE: They are within the jurisdiction 
of parliament and they would be covered, Mr. Sinclair. 

Q. That is your intention? 

MR. MAGEE; That is our intention. 

Q. So, it would be your intention that some 
extra-provincial operations, for instance, in Alberta, 
would be controlled, and some wouldn't be controlled, 
because we have agreed tnat the Bill did not intend to 
deal with extra-provincial operations, except in so far 
as they were a combining of an extra-provincial under- 
taking? 

MR, MAGEE: Yes. 1. think I should carry,.it 
a little further, and explain that we are hopeful that 
if the federal government accepts this legislation, if 
the Commission recommends it and the federal government 
excepts it, that it will be considered a standard by 
the province that is worthy of enactment provincially, 
but inpovincial legislation for purely intra-provincial 
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Q. Later on, Mr. Magee, I would suggest to you, 
maybe, a more expeditious way of bringing about that 
principle, but I am just now dealing with what this Bill 
was intended to do. 

MR, MAGEE: yes. 

Q. Now, for the type of traffic as you have 
defined it, traffic movements and undertakings as you 
have defined it, this bill intends -- and this is my 
second point with you, and you may note this -- to cover 
the filing of rates and the publishing of rates? 

MR. MAGEE: That is right. 

Q. And it imposes penalties if such rates 
are not adhered to? 

MR. MAGEE: That is. right, Mr. Sinclair, 

Q. And the next and third point, the bill 
intends to introduce special restrictive requirements 
for the entry of railways, shipping lines, or other 
transport media entering into the trucking field; 
correct? 

MR, MAGEE: Iam just thinking about that. 

I think we say in the Act that the test of whether 
the railways can enter the trucking field so far as 
the Board is concerned, would be the public interest. 

Q. This is specifically set out, and it is 
intended to be a special restrictive requirement, is 
it not; that is what you intend it %o be? 

MR. MAGEE: It is intended to empower the 
Board to consider the matter on the basis of tne public 


interest. 
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Q. We will get down to the question of publi 
interest, but what your Associations intended was to 
have these sections impose a special restrictive require- 
ment before other media than highway transport could get 
into the highway transport; that is what you intended, 
Why you intended it doesn't matter right now, but that 
is what you intended? 

MR. MAGEE: Well, Mr. Sinclair, we don't know 
what the Board might decide, It might not be restrictiv 
The Board might disagree with the views which we have 
expressed in this submission, and say that the unrestric- 
tive purchase of truck lines all the way across Canada 
is in the public interest and that they see nothing 
wrong with it and approve of its purchase and even its 
application for operating rights. 

Q. Are you saying all you intended was to 
have on transfers of licences or transfers of control of 
trucking companies, that irrespective of who was to be 
the transferee or who was to be the purchaser, the same 
rules would apply no matter whether it was Fred Hume 
buying fron John Magee or the Canadian Pacific buying 
from John Magee, the same rules would apply? 

MR. MAGEE: I don't want to leave the impres- 
sion, Mr. Sinclair, we don't think that the entry of 
the railways into the trucking field is a special matter 
for consideration of the Board. We think that it is, 

Q. That is wnat I was trying to get at. 

You do intend, then, to impose special requirements on 


the entry of the railways or shipping lines or air lines 
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to get into highway transport? 

MR. MAGEE: We ask that the Board be instructe 
in the legislation to take a special look at that situa- 
tion when it is considering the application. 

Q. And therefore you have intended to impose 
special requirements in regard to their entry; that is, 
the entry of railways or air lines? 

MR. MAGEE: It should be a consideration of 
whether it is in the public interest and is a matter for 
special consideration by the Board; that is what we 
recommend, 

Q. If a motor carrier is transferring to a 
non-railway or non-shipping line, couldn't that be looked 
at in the public interest in exactly the same way as 
whether tne railways or air lines are buying a trucking 
laine? Why should there be a difference in the public 
interest? Why? 

MR. MAGEE: We feel, Mr. Sinclair, that the 
entry of the railways into the trucking field, let us say 
by the purchase of truck lines, is a matter that at least 
requires that the Board be instructed to consider the 
public interest aspect of whether the competing rail 
carrier should be able to purchase not just that truck 
line, but it may be the 17th purchase they were consider- 
ing or the 25th. Now, surely when it is being done by 
the railway, and the undertaking that it is being 
purchased by a competing trucking system or trucking 


firm, that is a matter that should be looked at in the 


public interest. 
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TORONTO. ONTARIO (Sinclair) 
1 
4 Q. You have a whole section of your brief 
3 on this, and I will come back to that later, but it was 
P your intention to impose upon railways and other 
P transportation media special restrictions in regard 
‘4 to moving in, special considerations which are special 
7 restrictions? 
3 MR, MAGEE: I will go as far with you as 
y ¢ special considerations; I don't see how it can be said 
a to be restrictive until we see what the Board itself 
thinks. 
11 
2 THE CHAIRMAN: You don't want to encourage, 
1B but to discourage anybody coming into the media? 
a MR.MAGEE: That is right, Mr. Chairman, 
15 MR, SINCLAIR: Q. The next point is that 
16 behind this bill was the intention to prevent or make 
uv it difficult or impose special considerations that 
18 would make it difficult to bring about complete 
19 integration of transportation media; that was one of 


your intentions? 


(Page 11362 follows ) 
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MR. MAGEE: Well, if we look at that question 
on the basis of what the railway -- let us take, for 
example, the railway going into trucking. 

Q. All I am looking for is your intention. 
I am going to come back to this. I am trying to get 
what was your intention in regard to this legislation. 
It was your intention, I take it, to discourage -- let 
us use that word -- integration of transportation media, 
particularly trucks and rail? 

MR. MAGEE: Well, I was trying to answer your 
question by using an example. 

Q. Maybe you would tell me "Yes" or "No", 
and then give me the example. 

THE CHAIRMAN: Let him answer, Mr. Sinclair. 

MR. MAGEE: I was going to put it this way: 
It is quite clear that we prefer to have -- and we 
think it is in the public interest that the railroads 
and trucking industry remain competitive. However, 
if a railway succeeds in an application for operating 
rights or makes the purchase of a truck line, then we 
have no opposition whatever to the railway, within the 
bounds of the existing regulations for rail and truck, 
integrating this service with its own company. I don't 
see how we could. 

MR. SINCLAIR: Q. You have no objection, 
once they have the authority to operate, for them to 
operate in whatever way they wish, but you would like t 
discourage them being in a position to integrate? 

MR. MAGEE: I don't know whether we get as 


far as integration in our submission, because we are 
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opposed to the railways being in a position to buy out 
trucks. 

Q. Didn't you say yesterday the Canadian 
Trucking Associations were against integration? Bb 
made a note that you did; it may be my note is wrong 
and, if it is, let us clear it up now. 

MR. MAGEE: Maybe we are on two different 
meanings of the word "integration". The type of 
integration I thought you were asking me about now 
is the integration of existing or differing services 
that are under the control of the railway. 

Q. What I have in mind in “integration" 
is using the various transport media in truck combinations 
as the common management of these various transport medi 
will make possible. 

MR. MAGEE: By going out and buying more 
truck lines? 

Q. By doing whatever is necessary to integrate 
and to use a combination of the various transport media 
in the way that the common owner would think best. 

MR. MAGEE: Well, the type of integration 
that implies a further entry into the trucking field, 
we are opposed to. 

Q. Do you think that integration of various 
transport media under common ownership is a good thing? 
Assuming they have authority now, do you think that is a 
good thing or a bad thing? 

MR. MAGEE: We can't see the advantages that 
have been claimed for it. We believe in co-operation 


among transport agencies. 
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Q. You cm 't see the advantages of it, but 


you don't disagree with it in so far as the railway 
companies or steamship lires now have authority, but you 
don't want to see any more; is that right? 

MR. MAGEE: Well, it amounts to this: We 
don't want to see the thing that makes integration 
possible, and that is the buying out of truck lines by 
the railways. 

Q. So it flows from that, I take it, that if 
what makes integration possible is the buying out of 
truck lines, you must be against integration in principle? 

MR. MAGEE: Yes, we are opposed to that kind 
of integration. 

Q. And that was intended to be covered by this 
bi11? 

MR. MAGEE: I know of no provision in the bill, 
subject to correction by our counsel, that deals with this 
matter other than --- 

Q. Section 8? 

MR. MAGEE: --- other than the requirement that 
the Board look at the matter from the standpoint of the 
public interest. Section 8? 

Q. Yes; section 8 (2). 

MR. MAGEE: Ves « 

Q. That is what you have in mind there: All 
right. 

MR. MAGEE: Excuse me a minute: I want to 
look, if I may, at that section. 

MR. HUME: It is on page 10.23. 

MR. MAGEE: I don't think I am on record as 
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making an answer in regard to that particular section. 

MR. SINCLAIR: Q. Now, you have read it, 
is that one of the intentions of that section? 

MR. MAGEE: What, Mr. Sinclair? 

Q. We were thinking and talking and discussin 
integration. 

MR. MAGEE: Yes. 

Q. Is that one of the intentions of that 
section? 

MR. MAGEE: It is the intention of that sectilon 
that the Board will be instructed to take a particular 
look at the entry of the railway into the trucking field 
achieved by that means. 

Q. Having in mind integration? Is that the 
intention, that that would have some effect on integration? 

MR. MAGEE: Well, if the railway intended to 
integrate, if it succeeded in this application, and that 
was what was in its mind when it made the application, 
that would flow from what we believe here. 

Q. And if the railways said that what they 
had in mind was to integrate it, you would oppose it 
on that basis, would you? 

MR. MAGEE: Yes, we would be opposed to the 
application under our policy. We are opposed to railwa 
entry into the field of trucking. 

Q. Let us do it again. I am quite sure it 
is my fault --- 

MR. MAGEE: No, it may be mine. 

Q. You don't seem to understand my question. 
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trucking line for the purpose of integration, you would 
oppose that application and oppose the principle of 
integration upon which the application was based, would 
you? 

MR. MAGEE: Integration means a lessening of 
the competition in transportation, and is a word that has 
been used often to cover grand schemes of semi-monopoly 
of the transportation industry, I think sometimes in the 
United States in connection with proposals that have 
come from the railroads. 

Q. Let us just stay in Canada; we are broad 
enough in Canada to deal with our own problems, and while 
we can learn something from the United States on occasion 
let us stay where the voting is done without going off to 
Tokyo or any other place like that. 

MR. MAGEE: Mr. Archambault is in the Lebanon 
now. 

Q. Well, he is certainly doing the grand 
tour. 

MR. MAGEE: He is indeed. 

Q. And I envy him, and I am sure you do -- 
or, you will. Now, Mr. Magee, we are back again, and 
I hope you don't think I am going to be dissuaded from 
getting an answer from you by running me down to Tokyo 
and the Lebanon and places like that. 

MR. MAGEE: I know I can't do that. 

Q. Well, I think you will make faster yards 
if you don't try. Let us take a look at it again and 
say that if a railway made an application to acquire a 


trucking company for the announced purpose of integrating 
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that trucking organization with its other transportation 
undertakings, then C. T. A. would oppose it under clause 
8 (2) of this bill, if it was enacted, on the basis that 
they were against integration? 

MR. MAGEE: Yes, if it implies -- it implies 
a lessening of competition in transportation, and we 
would oppose it. 

Q. And, notwithstanding, you would oppose it 
even though the rates that were to be charged by the 
railway or by the trucking company were controlled? 

MR. MAGEE: Yes, 

Q. And would you oppose it, notwithstanding 
that by integration there could be an over-all reduction 
of transportation costs? 

MR. MAGEE: You mean that it would be contended 
in the application that there would be an over-all 
reduction in transportation costs. We would oppose it, 
MreveSinclair. 

Q. And would you oppose it, notwithstanding 
it would be shown that there would be, in the over-all 
operation of integration, an improvement in service? 

MR. MAGEE: Well, you are asking me to comment 
now on the application being made by the railway in this 
particular instance? 

Q. I am asking you to look at the situation 
where the railway says, "We are now moving goods by 
rail, or we are moving them by ferry, or by truck, in 
a certain way, and we are going to consolidate them and 
move them on Mondays, Wednesdays and Fridays by rail, 


and on Tuesdays, Thursdays and Saturdays by truck". 
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MR. MAGEE: Yes. 

Q. "And in this way all traffic moving is 
getting better service overall": Would you oppose thati? 

MR. MAGEE: If there was existing independent 
truck service there that could work in co-operation wit 
the railway, we would oppose. 

Q. ‘In other words, you would oppose it, not- 
withstanding that to handle that total amount of business 
would require a substantial development of the existing 
truck line -- it might have to get two or three times 
bigger than it was; would you still oppose it? 

MR. MAGEE: We are going into a lot of hypothet- 
ical situations in regard to this application. 

Q> We have to because you have a bill here 
and you have got it down in written language, and we 
have to find out what was intended. 

THE CHAIRMAN: Well, we may take an individual 


case: For instance, if the C. P. R. were buying control 


*, of Smith Transport, would you oppose it, and why, before 


this Board? 

MR. SINCLAIR: Mr. Chairman, not only would they 
oppose it. They did oppose it; it was tested out; they 
fought it on the basis put forward by this witness at 
this time, and their opposition was defeated -- and this 
was given in evidence yesterday -- and the whole issue 
they were fighting was the issue of public interest on 
the basis that he is now putting forward. So, that is 
a poor example. So let us get a good one. 

MR. MAGEE: It never went to appeal. 

MR, SINCLAIR: Q. Well, there are only two) 
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things after you get a judgment against you, and that 
is to appeal or to abuse the other fellow's counsel, 
There are only two ways of doing it, and we, in this 
business, know that. 

MR. MAGEE: We don't abuse other people's 
counsel. 

Q. I said, there are only two ways. 

MR. MAGEE: Yes. 

Q. And you took neither of them: You didn' 
appeal, and you have made it clear you don't do the 
other. 

MR. MAGEE: We had made a decision to appeal 
it, but under pressure we had to reverse our decision. 

Q. You reversed it, in any event. let me 
give you an example, to follow along with the Chairman's 
view. We will say that there is an operation by 
Canadian Pacific at Saint John, New Brunswick: Lt 
operates there a ferry service across to Nova Scotia. 

MR. MAGEE: yes; 

Q. It also operates a railway. 

MR. MAGEE: Yes. 

Q. --ein which it is able to interchange 
with Canadian National to deliver certain traffic in 
Nova Scotia? 

MR. MAGEE: Yes. 

Q. All right. Now, it decides to buy a 
truck line that operates from New Brunswick to Nova 
Scotia, and it says the purpose of doing this is to 
enable it to handle more cheaply, and to provide better 


service, the movement of goods entrusted to Canadian 
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Pacific for movement by rail or water or by highway: 
Would you oppose that? 

MR. MAGEE: On the basis of our policy that 
we are instructed to carry out, we would have to oppose 
it. 

COMMISSIONER MANN: Before you go on, 

Mr. Sinclair, I wonder whether you would clear somethin 
up for me. Section 8 (2) does seem to recognize that 
it may be in the public interest to have an integrated 
operation. 

MR. MAGEE: Yes, Mr. Mann. 

COMMISSIONER MANN: Now, if that is so, 

I can't quite see how the association is opposed in 
principle to integration. You see, this is my difficult 
-- and I am trying to get this clear in my mind: hig 

the association, in other words, believes that there 

is scope for integration, because the Board can so rule, 
then how do you oppose the thing in principle? There 
must be some occasions on which the public interest 
requires integration as per the ruling of the Board. 

If you can't give me an answer now, you could perhaps 
think about it. 

MR. MAGEE: My answer would be this, that I 
am bound to some extent in the answers I am giving right 
now by the policy of the association, and there may be 
a certain rigidity in the wording of the policy that 
governs my answers. 

COMMISSIONER MANN: Perhaps, Mr. Magee, you 
might discuss that with Mr. Hume. 

MR. HUME: Mr. Commissioner, without interrupting 
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my friend, who has decided -- is this prejudged, that 

is within the public interest, before the hearing comes 
on? Who decides that? If you could let me know that 
it would influence the answer. 

COMMISSIONER MANN: Let me do this again: 

Mr. Magee, in reply to Mr. Sinclair, said the associa- 
tion opposes integration in principle. I think that 
is what I remember -- "in principle". 

MR. SINCLAIR: Yes, I got that answer. 

COMMISSIONER MANN: Now, if the association 
opposes integration in principle, then how can it, in 
drafting the act, foresee the possibility of integration 
being in the public interest and therefore being good? 

I may be missing a connecting link, but this is what is 
not clear to me, 

MR. HUME: Well, I think I have your point, | 
Mr. Commissioner. I will deal with it in argument. 

THE CHATRMAN : That is, it is not straight 
prohibition in the act. 

MR. MAGEE: No, we don't think it is. 

MR. SINCLAIR: I think I will possibly be 
able to suggest to the witness the reason for this 
opposition in principle in just a moment when I come 
back to each of these points. 

Q. Now, the intention also of this bill 
is to limit the maximum amount of traffic that can 
be covered by an agreed charge for movement by hire; 
that is correct? 

MR. MAGEE: That is correct, Mr. Sinclair. 


Q. And it is intended further to provide for 
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the filing of competitive rates by highway operators 
without any of such operators in their competitive rates 
having an obligation that such rates be compensatory; 
correct? 

MR. MAGEE: Our intention is that all the 
provisions in the act dealing with the things that the 
Board would look at on an appeal against a rate would 


apply also to competitive rates, 


leeven ovicideqmos util? nt axodatrsqo® done % yas duond 


erodereqo Yswigtt yd sotex evititequog Mo gmblty s 


sa iaeenatad oi aster dose dane tot Jagetdo ma garth 
| ell 

mit {Le tents et notdnsdal FH0 TSa0AM iM 
sit wed? epntid ond thw sobissp tos suit mr euotatvorg 
bivow evar 5 Jdaxvtags Lasegs os xo $e aleool bivow brsomt - 
,20v87 svidisaqnos of coals yiqge 


ANGUS, STONEHOUSE & CO. LTD. Magee, Montague, cr-ex LESS 
TORONTO, ONTARIO 
(Sinclair ) 


Q. Oh, well, then you would want it made 
clear, then, that any compensatory rates filed be 
compensatory or they would be illegal rates? 

MR, MAGEE: Ye s+ 

Q. And by compensatory you, of course, would 
intend that they would meet their variable cost and 
something over; correct? 

MR, MONTAGUE: I think that is the general 
principle that we intend in this Act. I am hesitant 
because there are so many definitions, but I think you 
are driving at the principle that as long as we can 
cover the immediate operating costs of that operation, 
then it is compensatory? 

Q. No, I am not driving at that point of 
view. I am driving at what I put to the witness, that 
the rates are compensatory, and that, in railway terms, 
is that they meet variable costs and something more. I 
will discuss your suggestion as to cost terms later, 

If that is not what you intend, then say so, I am not 
going to argue this point at this time, I am just 
trying to find out what you intend? 

MR. MONGAGUE: Unfortunately, I can't go any 
further than the answer I have given, 

Q. You would be prepared, then, to put ina 
clause that no competitive rate shall be filed that is 
less than compensatory, meaning a rate that more than 
meets the direct operating costs of the movement in- 


volved? 


MR, MAGEE: I don't think we are going to defin 
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that word "compensatory" right now. It is not defined 
in the Railway Act, and I do not think we are in the 
position at the moment to define it here, 

Q. Would you like to define it, because I 
will be asking you after the recess and after the noon 
adjournment, and maybe you could take a look at that 
and discuss it with your cost analyst? 

MR. MAGEE: We will think about it, and if 
we can give you an answer we will, Mr. Sinclair, 

Q. Thank you very much, Mr. Magee. 

Now, this bill also attempts to prevent 
forwarders and shippers associations from moving traffic 
by highway. 

MR. MAGEE: What section have you in mind 
toere, Mr. usiuciair? 

Q. Le26495,.0n page, 10.23, That is the 
intent of that section? 

COMMISSIONER MANN: Do you include shippers’ 
associations in that? 

MR. SINCLAIR: Ves . Lise, I asked him if 
he intended to do it. 

Q. Did you intend by this Act to prevent 
forwarders and shippers associations from pooling 
traffic and moving it by highway? 

MR, MAGEE: We believe and intend that those 
who use the highways for the movement of commerce for 
hire be properly licensed under the existing laws 
governing highway transport operations. 


Q. Clause 9. Don't assume, Mr. Magee; 
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because I am asking you these questions that I think 
they are wrong in any way. I am just trying to find 
out whether you intended them or not, 

MR, MAGEE: Well, I have made our position 
Clear se Mir on laat © 

Q. Under 9, I am asking you: was it the 
intention of Canadian Trucking Associations to prohibit 
forwarders! associations, forwarders,from gathering 
traffic together, pooling it and moving it over the 
highway? 

MR, MAGEE: Not if they comply with the con- 
ditions which I gave in answer to this question the 
other day, Mr. Sinclair, that is, that they be properly 
licensed as highway transport operators. If you pre- 
fer, I can give you the answer again. 

Q. I don't want you to repeat anything. 

We will take a look at it. 

"No person shall solicit by means of ad- 
vertising or otherwise, or undertake to arrange, 
extra-provincial transport unless the person by, 
for, or on behalf of whom the extra-provincial 
transport is operated is licensed under this 
Act to perform the transportation that is the 
object of such ee ey undertaking in 
the province or provinces in or through which 
the transportation is or is to be undertaken," 

That would, I take it, prevent Magee Forwarding Corpora- 
tion from taking Mr. Hume's and Mr. McDonald's and Mr. 


Burbidge's l.c.1. shipments, picking ther up and putting 
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them together and shipping them as the Magee Forwarders 
Association, That is what you intended to do? 

MR, MAGEE; So that I can understand everything 
involved here -- do you mean without a licence from the 
regulatory authority that controls trucks? 

Q. Well, it would be shipping the goods that 
were in its custody on its behalf to a warehouse in 
Winnipeg where it would break bulk and deliver them, 

MR .MAGEE: We believe that operation, if it 
is a for-hire operation, that is aperson holding them- 
selves out for the carriage of goods on the highways, 
then they should be properly licensed. 

Q. fs.a public carrier for-hire carrier? 

MR. MAGEE: Yes. 

Q. Now, we will take Simpsons, Kresges and 
Woolworths, and other comparable organizations, and 
they band together and they call the outfit when they 
band together -- the suggestion is made that we call 
it something like Kum Winnipeg, and they ship it Kum 
Winnipeg ex Montreal. Under section 9, would you 
intend to prohibit them from moving those goods that 
they have assembled in that way over the highway? 

MR. HUME: Are they shipping their own goods? 

MR. SINCLAIR: The goods are in their custody 
and the title, we will say, has passed to them as 
Kum Winnipeg, the title ot the goods is in the name of 
Kum Winnipeg, for the purposes of transport. 

MR. MAGEE: Well, if that is a for-hire 


operation, we believe that they should be licensed, Mr. 
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Sinclair, but if a shipper is using his own vehicles to 
haul his own goods and on his own trucks, we have never 
Suggested any form of restriction on that, 

Q. Would Canadian Trucking Associations 
object to the arrangement I have brought to your atten- 
tion, that is a shippers association, the title of the 
goods being in the name of Kum Winnipeg, and they were 
going to move them over the highway on their own Kum 
Winnipeg trucks? 

MR, MAGEE: I wonder if I could give the 
answer to that a little later, It involves a question 
of policy. 

MR, HUME: If I am going to help him -- is titl 
passing to -- this is vital to this thing -- if the title 
passes to Kum Winnipeg, is the title passing merely as 


a subterfuge to ship the goods so that they are owned 


by <-- 

MR. SINCLAIR: Well, Mr. Chairman, it may be 
vital, but I am surprised at my learned friend -- and I 
have picked the name with care -- for him to suggest 


that anything that was associated with it would be a 

subterfuge. It would be first a series of transactions 

that would do exactly what I said it would do. It would 

result in title to the goods passing to Kum Winnipeg 

for the purposes of transportation ex Montreal. 
THE CHAIRMAN: What Mr. Hume is suggesting 

is would there be a sham transaction, 

MR, HUME: Yes. This situation, of course, 


has existed for a good many years in truck transport, and 
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you have the situation, as Commissioner Mann brought 
out, in the United States where a trucker buys the 
grain, owns it and moves it to some transportation point, 
I am just wondering if Mr, pinelair, in ‘his hypothetical 
ease, is suggesting that the Kum Winnipeg organization 

is merely the owner for the purposes of transportation, 
If that is the case, I will be very glad to discuss it 
with Mr. Magee, 

MR. SINCLAIR: I would like to make clear to 
the Commission and my friend that it is not a subterfuge, 
it is not a sham; it is a proper legal arrangement in 
which liabilities and obligations flow in accordance 
with the law of title. I want that made clear, because 
it would be a legal transaction under an enforceable 
contract between the parties. 

Q. Now, the next point that I have is that 
this bill intends to protect existing rights of highway 
operators in extra-provincial movements by highway, it 
intends to protect the existing operating certificates 
of such operators, by what is known sometimes as the 
grandfather clause. That is your interpretation of 
it? 

MR .MAGEE: Yes, simply to avoid having to have 
all of these matters re-heard, Mr. Sinclair. 

Q. I don't care why, but this is the intent, 
to protect the existing operating certificates of 
present operators in extra-provincial service. 

MR. MAGEE: Yes, pass them on under the Act. 


COMMISSIONER ANSCOMB: Mr. Sinclair, may I ask 
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you, with great respect, because I am not a member of 
the legal profession -- I find it difficult to see why 
title passes for the ownership of these goods when they 
are being shipped by people on a 
truck to Winnipeg, Why does title pass to the shipper? 

MR, SINCLAIR: Because that is the basis of 
the arrangement that they entered into and that I put 
to my friend for his answer, It is because possibly 
the shipper does not want to be concerned with Ade 
involved, with financing of goods in transit. There 
are a million reasons I could state if I was pressed as 
to why he would get title. 

COMMISSIONER ANSCOMB: Let us assume you and 
I were living in Victoria and had nothing to do with 
each other other than we wanted to ship something by 
truck. You might own the truck or someone else might 
own the truck, and we decide to ship them to Winnipeg. 
Does the title of the goods have to pass to the shipper? 

MR. SINCLAIR: If I were a common carrier 
and I had a licence to go from Victoria to Winnipeg, I 
could ship them with a for-hire carrier, because he 
holds himself ox to carry goods for any person. But 
the situation I put is where a group of manufacturers 
in Victoria decide to pool their traffic and transfer 
title of it so they didn't have to worry about it, and 
they gave it to the Kum Winnipeg organization and they 
would get title, and when they got them to winnipeg 
Kum Winnipeg would dispose of the goods in accordance 


with their business principles in what they were doing. 
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COMMISSIONER ANSCOMB; If they decided to 
transfer the title. But, in fact, they don't have to. 

MR. SINCLAIR: No. If they didn't want to 
enter into this kind of arrangement, they could ship it 
from Victoria to Winnipeg, unfortunately by CTA, sir, 
and there are other means of getting it there, 

Q. Let us go on, then, Mr. Magee. The next 
point that you intended to cover by bill is that you 
intended to have a joint board, and that this board 
would consistently apply the principles of legislation. 

MR. MAGEE; That,is correct, Mp. Sinclair. 

Q. And the bill also intended to prevent a 
deadlock where there is a movement between two or more 
provinces by providing for appeal to the Minister of 
Transport in Canada? 

MR. MAGEE; Yee. 

Q. And, finally, it intended to be political 
ly acceptable, both provincially and federally? 

MR, MAGEE: We hope it would be politically 
acceptable both rovincially and federally, Mr.Sinclair. 
That is certainly a consideration when you are making 
legislative recommendations. 

Q. You not only hoped it, you intended it? 

MR, MAGEE: Well, it is not a governing 
factor, Mr. Sinclair. Canadian Trucking Associations, 
like other organizations, sometimes hasto forget about 
political considerations and make their fight for what 


is right. 


Q. Did you intend to make it politically 
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acceptable both federally and provincially, or did you 
wipe away your thoughts of political problems of the 
trucking industry and say here is what is right, we 

will worry about the political situations later? Which 
Lo 1? Because, you see, you said to me at the start 
that politics -- and there is nothing wrong with 
politics, it is a very necessary thing, and it is some- 
thing to look up to -- that politics is a fact of life. 

MR. MAGEE: Yes, it certainly is. 

THE CHAIRMAN: The science of government. 

MR, SINCLAIR: The science of government is 
one way of expressing it. 

MR, MAGEE: Political considerations, if you 
are referring to the leaving of the control in the hands 
of the provincial boards as the federal regulatory 
agencies, did not enter into that. 

Q. That wasn't part of that decision at all? 

MR, MAGEE: No. The reason why we did that 
was because of the trucking industry's long-standing 
belief that the controls should not be under a board in 
Ottawa. 

Q. If there is a board in Winnipeg, in the 
centre of Canada, a single board in Winnipeg right in 
the centre of this great country, would CTA have any 
ob jection to it? 

MR, MAGEE: I have heard Winnipeg discussed 
occasionally, but I think we prefer a joint transport 
board. 


THE CHAIRMAN: Mr. Sinclair is really loyal 


to Winnipeg. 
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MR. MAGEE: Yes, he certainly is, Mr.Chair- 
man, 

MR. SINCLAIR: Q. You don't want one board 
in Ottawa. Is it that you don't want it to be located 
in Ottawa, or is it you don't want one board? Maybe 
this board could be set up and functim at all times 
in Victoria? 

MR. MAGEE: Yes, 

Q. Would that be satisfactory to CTA? 

MR. MAGEE: In regard to the joint transport 
board that we propose? 

Q. There would be one single board sitting 
at all times in Victoria. 

MR, MAGEE: We don't believe in that type 
of mechanism to achieve the control. If they decided 
to establish some headquarters in Ottawa or some 
secretariat here, we would have no objection to that. 

Q. You said there were no. political 
considerations in the mind of CTA when they put the 
control under provincial boards? | Lyk 

MR, MAGEE: Yes, and that is a fact, eed 

Q. You said that you didn't want a single 
board situated at Ottawa. You don't want a single 
federally appointed boara to control the federal 
jurisdiction over highway transport. Is that what 
you don't want? 

MR. MAGEE: We don't want that type of 
federal board, Mr. Sinclair, quite right. We believe 


that the type ot rederal board that should exist is the 


| Breod eno doew tobuoY .—. 2ATALMTR 
| edacol od.ot #2 smaw J1nob voy dit At et jt 


ey 


| odyan thusod so desw d'nob voy df ef to. .ewadso, ob 


semi? {f6 78 misons? bas qu tee od blyos pe sod Leist 


29 18000 AM 0 aie 
%aT) oF yrotos tel ina od, tect pawew P 
duogerart dqtot, ond oF bisget at :28DaM . AM 
Ssaogeng aw gait braed- 


yotddte bysed eismta so. sd Siow aTesT Oo jays 


a 


.sirojoly mt semit [Ls Js: 
egy gedit of avetisd 1' Hob oW GRAM At 7 ore 


behbiovb yodt II .fontnos sft. sveltios of matnsioent Io). 


Se ate estes 


moe; TO SWwEdtO ol sredirevpbsed omoe Hebidasae og . . 


th 


-ts8nj o¢ molstpetde on even bivow sw ,e1sd tekeatersea 


{sobttfog .on stow onend Bise wey  .@ 
‘ 7 7 


Siz tug yond new aT) to omke oid of enotdetebienoo. 


ne 


+) ,@o3 ,g9st sg at tend Gas .eoV :3GDaM . aM 


‘ Tebiseu leftonivoig sete formes... 


RR A = ae 
. 


7igiie & onaw J'nbih voy feds pkeae yoy .p 
Ssignie & jozw #'nob voy .swasst) ta hbeteugia pisod. 
Latebet sily Lorton ot pysod osiniogge yilsrebe?. 
vorw ds al .trogens1y yewtigid tevo motsohbatsyt 
fdnsw J'mob voy 


1 Sqyt tac? tusw Pinob ow. saaDAM AM 


ewetisd oW = .tigtx ottup .tielomi® .4M  .pusod fsrebet | 
at tetxs ofwoda test pxs0d Letepe: 19 eayd ect tadt 


ANGUS, STONEHOUSE & CO. LTD. Magee, Montague, cr-ex 11383 
TORONTO, ONTARIO (Sine lair ) 


one that is set out in this proposed legislation, 

Q. Mr. Magee, I want to come back to this 
for some reasons later, and I want to know whether 
it is that you don't Bak a rederaliy appointed single 
board but you will only accept and you intend only to 
propose a board appointed by the province to which 
federal authority is aelegated, leaving aside some 
things which work from that word? 

MR. MAGEE: Well, you made the statement in 
asking that question, one statement there which makes it 
a little dirricult tor me to answer this question, You 
said we will only accept. We will have to accept what- 
ever the parliament of Canada does in regard to the 
matter ot truck control. 

Q. Accept is a matter that you will espouse. 
That is what I mean by the wora "accept". 

MR, MAGEE: Yes. 

Q. You are only espousing or you will only 
support ror recommendation purposes a board that is 
appointed rederally by its delegation ot its regulatory: 
authority to a provincially appointea board? 

MR, MAGEE: Yes, that is the only kind of 


board that we propose is the submission. 


(Page 11388 follows ) 
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Q. Now, Mr. Magee, just before the break you 
were talking about this joint board and what kind of a 
board it was to be. 

MR. MAGEE: Yes, 

Q. As I understand it, - I think we can be 
fair on this - this board is to be a perambulating board 
and it would hold hearings in various parts of Canada. 

MR. MAGEE: Yes. 

Q. Depending on where the applications they: 
were dealing with arose; correct? 

MR. MAGEE: Yes, it could move from place to 
place, that is right. 

Q. And its personnel would be made up of 
members of the provincially appointed, provincially 


regulating transport board? 


MR. MAGEE: Yes. 

Q. And it would have on its membership member 
from each of the provinces involved in the specific matte 
that was before it? 

MR. HUME: "a" singular. 

MR. SINCLAIR: Q. A single member from each | 
of the provinces, as my friend Mr. Hume points out, that | 
were involved in the specific matter before it. 

MR. MAGEE: Yes, 

Q. And it is clear that it was the intention 
of this legislation to have this regulatory board - now 
called a joint board - that the personnel not be appointe 
by the federal government, but the personnel be appointed 
by provincial government; that was the intention? 


MR. MAGEE: Yes. 
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Q. Now, we have got that clear and, Mr. Magee, 
I think the least of what the bill was intended to do, 
as I now want to turn to the purpose of the legislation,| and 
you made the purpose of the legislation clear yesterday 
in answer to Mr. Frawley. This is at page 11307, and 
I will show it to you so that you can see it. 

Mr. Frawley asked you, 
"For whose benefit would this statute be passed", 

MR. MAGEE: Yes. 

Q. And then he listed certain people that 
might be benefited, including the railways and the 
shippers, and so on, and your answer as I have underline 
it there, Mr. Magee, is that the purpose of the legis- 
lation would be, 

"For the benefit of the public and for the benefit 
of the trucking industry." 

MR. MAGEE: That is the answer I gave. 

Q. And you don't want to chage that? 

MR, MAGEE: No, I don't. 

Q. So we now have it clear that this is 
what we are looking at; the purpose of the legislation 
is for the benefit of the public and the trucking industry. 
Mr. Magee, I think it is clear and it would be extremel 
clear to the Commission, I am certain, that the benefits 
to the trucking industry, as a trucking industry, are 
elear. 

MR. MAGEE: Yes. 

Q. There is no doubt about that; they are 
spelled out in many places in the brief, and what may 
not be so clear is the benefit to the public interest; 
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2 that is also supposed to be the concommitant result 
3 or the benefit to the trucking industry, as you intended 


4 for the purposes of this legislation; correct? 

5 MR. MAGEE: Yes. 

Q. Now, turning to the various things we 
discussed and which we are looking at now that would 

; assist the public interest, the first point we dealt wit 

. was that the intent of the bill was to regulate extra- 

9 provincial trucking and the intraprovincial component of | 

10 extraprovincial trucking, and nothing else; correct? 

11 I just want to state it again so you will have it before 

12 you. 

13 MR. MAGEE: Yes, extraprovincial trucking 


under the jurisdiction of parliament. 

Q. Including the intraprovincial component 
of an extraprovincial undertaking, which you made clear 
in your answer to me, 

MR. MAGEE: Yes, that is°rignt, Mr. Sineilair. 

Q. Now, that segment of the trucking industry 
is the small part; it is a small part of the trucking 
industry, percentagewise, of the for-hire trucking industry? 

MR. MAGEE: The extraprovincial part? 

Q. Yes, 15 per cent. 

MR. MAGEE: I think we gave some figures on 
it, Mr. Sinclair; I will just look them up. 

Q. Approximately. It is less than one- 
fifth? 

MR. MAGEE: Yes, I will just look it up here. 
We said on page 10.12, paragraph 37, that the Dominion 


Bureau of Statistics motor transport traffic statistics 
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showed that it was one-third of the industry's output 
measured in ton miles, and one-fifth of the industry's 
revenues came from the interprovincial and international 
freight carriers. 

Q. It is a small proportion; you would agree 
with that? 

MR. MAGEE: Smaller than the extraprovincial. 

Q. Very much smaller; after all, it is two- 
thirds on one basis and one-fifth on the other. 

MR. MAGEE: But it is by far the fastest 
growing section of the trucking industry. 

Q. Well, as of now, Mr. Magee, it is the 
small segment of the industry by a substantial degree, 
by whatever test yai want to take; surely there is no 
difficulty in that? 

MR. MAGEE: Yes, 

Q. Now, if it is in the public -- 

MR. MAGEE: Excuse me a minute; I want to make 
sure that my answer is accurate. 

Q. Now, the purpose of regulation being in 
the public interest, if it is good for the small part 
it would be better if it was applied to the big part, 
wouldn't it, because there public interest would have 
a greater play. 

MR. MAGEE: Yes, we hope it will apply to the 
big part. 

Q. So that the public interest, you say; 
would be better served if all of the trucking industry 
in Canada was regulated in accordance with the material 


and data -- and for the purposes and intents -- that*Yyou 
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set out in this bill; correct? 

MR. MAGEE: Well, we are dealing here with the 
extraprovincial carriers; that is as far as I can go. 
Those are the people that are dealt with here. 

Q. What I am now dealing with is how does thi 
bill affect the public interest, and my question to you 
was this; that if it is in the public interest to regulate, 
as you have proposed, a small part of the industry, then 
it would be the principle of C. T. A. that that regulatio 
Should be applied to the big part in the same way, so tha 
it all would be regulated. 

MR. MAGEE: Yes, we have always adovocated 
regulation of the trucking industry, and our provincial 
associations have always advocated it in respect to 
intraprovincial carriers. 

Q. Then, Mr. Magee, if you wanted to accomplish 
that, why did C. T. A. not recommend to this Commission 
the passing of a constitutional amendment to the British 
North America Act so as to place trucking under one 
control so that it could all be regulated by the legislatilon 
that you were proposing; why didn't you propose that? 

MR. MAGEE: We just never considered it, 

Mr. Sinclair, 

Q. That, then, could be put as another recom- 
mendation of the trucking associations? 

MR. MAGEE: No, it certainly couldn't. i 
can't make a recommendation that hasn't been considered. 

Q. Well, then, you wouldn't object if this 
Commission felt that this matter should be handled by 
a constitutional amendment to the British North America Act? 
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MR. MAGEE: I think our long standing oppositidn 
to federal control of trucking under a board -~ under one 
central board, what might be called a centralization of 
control - would require me to answer in the negative, 

Mr. Sinclair. 

COMMISSIONER GOBEIL: You mean your associatio 
doesn't agree with the interprovincial traffic being 
regulated by a provincial board? 

MR. MAGEE: No. My answer, if I understood th 
question correctly, Mr. Commissioner, was that we wouldn! 
advocate an amendment to the British North America Act 
that would take the jurisdiction over intraprovincial 
trucking away from the provinces and put it under the 
federal government. 

MR. SINCLAIR: Q. =I can well understand the 
confusion that is brought about by your answer, because I 
put the question to you on the basis that intra and 
extraprovincial transport would be regulated in exactly 
the same way under this bill, and the way to do that, 

I suggest, would be move to have a statutory amendment, 
which would result in your then having the same joint 
boards and these provincial boards would be, as you have 
envisaged them, operating in concert and would deal with 
the regulatory problems, and it is from that that I am 
sure that Commissioner Gobeil put the question to you. 
Now, in the light of that, would you like to reconsider. 

MR. MAGEE: We are not recommending a constitu- 
tional amendment that would remove from the provinces 
the jurisdiction that they have over purely intraprovincia 


trucking, Mr. Sinclair. 


7" 2h ae oe ie 


antvig 2 aioe ins 


to ogistkeramen a elise od iin allied 
-avitsyery odd mt voweas of on ont ° » tose 
pas. | | | . aa swislomte Pie 
oLdstoowas wioy neem voY  sdTHEDD amo TAeINMNOO- ~ hr 
gated oltians fsloatvorqredat oad asi sieeataaa . 
Threod Istonivorg Bed Deteluget ‘ 

pod Soodorshw Tit ,cewens WE .o, 1aBDAN a oe 7) om 
P'abitow ew csts esw ,Tenotaatamo) 2M Titosttes norswenp | 
toA solreqA di wel detdind sat of devembrr ents: os etscovbs 
Laétontvorcetdént rave fottelbariat oi isd bluow dade’, 


od rebar a eo neonriverd edt aovt Yaws gebiopt I 
joemrteveg Latebet \ 
ent bastarsbis tfewimo T .8 sHDARORao, ‘a ee | 
SkisoM \Tswens toy Yo tues Vitghotd ge tans wo tasraos (* 
| Sire waste tas ghaed ants No Noy od aotdaoup eat tuq_ 
| el TOSS wt Havel gor ad fisow droqancad Lotrakvorqertxs- le 
Set ob oc Yaw sdt bag ste aids vebew au Searcy we \, 
) ,jismbrans Yaotucasa 6 sved oo sya ed bLuow  Feoggve. is; ] 
| Talo, siee ond vatved aedsd twoy at itouen bivow dotdw | 
evar vey se . sd biuew e@ebased letoatvary esons bus abmaed i 
ritiw Iseb. biwow Ons treomeo al galtveceqo mend begsatvas | 


: 
\ 


Pb FSIOD'. 6. pmtlotrenno 98% Jon ons “VW “<@RDAM .aM f 


) 

) 

| | 
) ms I dadt ters sowt ef tt bus .smaldong Yuotelopet edt 

| Hoy ot not deaus edgy tuq-Lledeod renoleetamed Jact ‘918 
| -tsblangpet ot eNEE woy bivow ,dadt to dagil edz at won 
: 


geonivory edd moet evonte': pte wow ted’ tnemhbrems [enolt 
sTisfionl2 tM gnbeiaell 


| 


foatvovqartat yLomq reve sve vend dad? coltobbatwst) ‘ont 
as 


ANGUS, STONEHOUSE & CO. LTD. Magee, Montague, CY'-@Xs 11394 
TORONTO, ONTARIO (Sine lair ) 


2 Q. Notwithstanding learned counsel yesterday 
3 bringing to your attention that the province of Alberta 


up until now at least was unalterably opposed to the 


4 
; type of regulation that you were suggesting. 
MR. MAGEE: Notwithstanding that fact, Mr. 
J Sinclair, and the trucking industry in Alberta, I may say, 
7 does not agree with its government's views on that 
8 point. 
9 Q. So that therefore there are different 


10| Views as to what is in the public interest between the 


trucking association and the government of Alberta, for 


11 
one? 
12 
MR. MAGEE: Certainly in regard to the regulatiion 
13 
of intraprovincial trucking as revealed by Mr. Frawley's 
14 


cross-examination yesterday; there is a difference of 

15 opinion. 

16 Q. And as to the regulation of intraprovinciai 
17|| trucking? 

| MR. MAGEE: There is a difference of opinion 
there. 

Q. And in Ontario where they don't regulate 
truck rates, what about that? Is it the view of the 
association that you represent that there should be 
rate control of trucking in Ontario? 

MR. MAGEE: Well, I am here to speak for 
Canadian Trucking Associations, not the Automotive Trans- 
port Association of Ontario, but it is a fact that the 
Automotive Transport Association of Ontario for many 
years has advocated rate regulation for intraprovincial 


carriers in the province of Ontario. 
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Q. And that hasn't been instituted by the 
government of that province? 

MR. MAGEE: Not yet. 

Q. Up until now. So there again there is 
a comflict of views as to what is in the public interest 
in regard to regulation. 

MR. MAGEE: Maybe the Ontario government will 
come to believe that rate regulation is in the public 
interest. 

Q. But up to now they haven't? 

MR. MAGEE: Well, they haven't instituted it 
yet. 

Q. Notwithstanding the fact that your organ- 
ization, parts of your organization have espoused and 
fostered this view, as you have said. 

MR. MAGEE: Notwithstanding that fact. 

Q. And the next point was this publishing and 
filing of tariffs, and the penalties for non-compliance. 

MR. MAGEE: teas 

Q. Now, Mr. Magee, the intention there, havin 
in mind the public interest, is that under that type of 
legislation the same rate would be available to all 
mippers by highway, irrespective of which truck line 
he used; correct? 

MR. MAGEE: Not necessarily, Mr. Sinclair. 

Q. What would you envisage, then; that each 
truck line would file its own rates under this legislation, 
and that that is -- 

MR. MAGEE: Yes, 

Q. ---in the public interest, so that if there 
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were four truck lines, there could be four rates between 
two given points. 

MR. MAGEE: If the Board decided that that 
was the appropriate rate level in that sort of Zigzag 
fashion, that is the way it would exist. 

Q. But that is the key to your suggestion tha 
each trucker would file his individual rate. 

MR. MAGEE: Yes. 

Q. And then -- 

MR. MAGEE: If there was something wrong or 
unfair to the shippers, of course, the board is 
empowered under the Act to deal with that. 

Q. Well then, I just want to get this clear; 
there could be a myriad of trucking rates operating 
between two points, there could be under your act? 

MR. MAGEE: Yes, there could be. They are 
filed rates. 


Q. And was it not one of the purposes of 


_ your legislation in the public interest to prevent "under 


the counter" deals so that rates would be known in the 
trucking industry? 

MR. MAGEE: Yes, we are in favour of filing 
and publication of tariffs. 

Q. And the purpose of that is in the public 
interests to prevent "under the counter" deals; that is 
so, isn't it? 

MR. MAGEE: Yes, bring the rates out into the 
open. 

Q. So that ore shipper wouldn't have an 


advantage over another shipper, and so that shippers 
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generally would know what position they were in with 
regard to transportation costs. 

MR. MAGEE: That is right. 

Q. So that one trucker could say, "I have 
two vehicles licensed to operate between Winnipeg and 
Toronto, and my rate to the Vulcan Iron Works is $1.00 
a hundred"? 

MR. MAGEE: Yes. 

Q. "And I have picked up Vulcan Iron Works! 
traffic for Toronto every morning at 7 o'clock"? 

MR. MAGEE: Yes. 

Q. "And when the truck gets full, I will jus 
keep on going, as I haven't got any more equipment." 
Would that be all right? 

MR. MAGEE: I don't know whether that would 
be all right or not; I have no instructions on that 
point. 

Q. Another truck line would charge $1.10 
for anybody that wanted to bring their goods down to the 
Magee Terminal on Jarvis Street, that would be all right? 

MR. MAGEE: On where? 

Q. On any street you want to name. ti Mam 
surprised that my friends recognize that. 

MR. HUME: There is no such place as Jarvis 
Avenue; perhaps you mean Jarvis Street? 

MR. SINCLAIR: Q. I have you in Winnipeg, 
not in Toronto. That would be all right as far as 
you are concerned, $1.10 for that trucker operating 
out of the Magee Warehouse? 


MR. MAGEE: I can't give you an answer to that 
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question. 

Q. But it would be possible under your legis 
lation; that is obvious. 

MR. MAGEE: Dependent on the members! approva 
of the rates. 

Q. But there is no prior approval of rates 
here under your legislation, is there; there is a 
filing subject to complaint. 

MR. MAGEE: That is right, Mr. Sinclair. 

Q. And the point, Mr. Magee, would be that 
until the rate was complaired about and this joint board 
set up, it would be a valid rate? 

MR. MAGEE: Until it was complained of, yes. 

Q. You would intend by your legislation 
to protect the public interest, to have immediate sus- 
pension of any rate which was complained about? 

MR. MAGEE: That woulda be up to the Board, 
Er. Sinclair. 

Q. It would be open to them to bring about 
suspension proceedings? 

MR. MAGEE: Yes. 

Q. Mr. Magee, I don't know if you are confused, 
I hope not, but we will now go on to the next point, 
and that is that the extraprovincial trucker under your 
legislation could file his rate for the intraprovincial 
component on a different level in Manitoba than the 
provincial highway board fixes under their regulations, 
as they fix truck rates in that province; that is 


possible under your legislation? 
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MR. MAGEE; Yes, it is possible, but that 
would be a matter where there would have to be some 
consultation and coordination, I think. 

Q. Well, this, then, would be a situation 
where on a movement from Toronto to Winnipeg or 
Winnipeg to Toronto, this would be dealt with by the 
joint board where Ontario does not believe in fixing 
rates and Manitoba does, and where the trucker appearing 
before that joint board published a rate that was 
different than the prescribed rate? 

MR, MAGEE: yes. 

Q. You have envisaged those possibilities? 

MR, MAGEE: The joint board could authorize 
a rate different than the interprovincial rate, and I 
should state, in answer to a previous question, that 
the board could also of its own initiative deal with the 
rate and act upon it. It does not have to wait for a 
complaint. 

Q. Where is that provided for? 

MR. HUME: Section 13. 

MR, SINCLAIR: Q. And so, this board that is 
not going to be permanently sitting would be operating 
individually in their various provinces, and Mr.Shoniker 
for one, and Mr. Bailey for another -- Mr. Shoniker 
could look at it and say -- he could initiate the callin 
together of a joint board? 

MR. MAGEE: Yes.. 

Q. And they would have to do that? 


MR. MAGEE: yes. 
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Q. They would have to call together a 
joint board? 

MR, MAGEE; Yes, that is the way it is sug- 
gested. 

Q. And that would be in the public interest? 

MR. MAGEE: Yes. 

Q. And the next point we discussed was this 
question of limitation of agreed charge proportion of 
traffic, and under your Act it is abundantly clear, I 
take it -- and this is in the public interest, and this 
is the way you protect public interest -- that 50 per 
eent of a shipper's traffic could be given to one trucke 
and 50 per cent could be given to another trucker? 

MR, HUME: Just a minute: let me object by 
saying that is not what section 15 says. It is not 
that 50 per.cent could be given; it is that no more than 
50 per cent could be bound to a particular carrier by 
a contract. The shipper might get 100 per cent. 

MR, SINCLAIR: Qt Weryl Wells) 7 wide put 10 
this way: under your legislation a contract may be 
entered into by one trucker for 50 per cent of a ship- 
per's traffic between two points? 

MR, MAGEE; yes. 

Q. And another trucker could enter into a 
contract for the other 50 per cent? 

MR. MAGEE: Yea. 

Q. So that, therefore, 100 per cent of a 
shipper's traffic could, by contract under agreed charges, 


be committed to highway movement; correct? 
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MR. MAGEE: Yes, it could be done that way. 

I don't think it would happen that way. I think if the 
rates were set at a certain level and the shipper was 

so satisfied with the rates that he got from the one 
trucker, he would send all of his traffic by that 
trucking firm, He could only be tied to a maximum of 
50 per cent of the traffic, for it would not be practi- 
eal for him to go and get another trucker. He would sen 
it all by that trucker, I would think. 

Q. Well, I am surprised at you, Mr.Magee; 
maybe you are not aware of the resourcefulness of the 
shippers. Under your legislation this would be the 
position: the shipper arranges a contract for 50 per cent 
of his traffic at $1 a hundred with one trucker? 

MR. MAGEE: Yes. 

Q. And 58 per cent of his traffic with anothe 
trucker for 99 cents, and the truckers pool the revenue 
and they are thereby getting 100 per cent of the traffic 
for 993 cents a hundred: that would be all right -- 
nothing to prevent that? 

MR. MAGEE: The truckers would have to obey 
the law as set out in the Act, 

Q. Under your Act there would be nothing 
to prevent what I have pit to you? 

MR. MAGEE: The truckers would not be able 
to do anything that violated the provisions of this 
legislation. 

Q. Cf course not, and that is why I am saying 


to you that the proposition I have put to you could be 
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covered under this statute that you propose? 

MR, MAGEE: The pooling of the revenues? 

Q. Certainly. 

MR, MAGEE: I think I would like to think 
about that one too. 

COMMISSIONER ANSCOMB: I take it under those 
circumstances where the C.P.R. and the C.N.R. were runnin 
parallel, they could do the same thing? 

MR. SINCLAIR: No, because he has very dif- 
ferent rules when he comes over to the limitation on the 
railways, which I will discuss with him later. Under 
the proposition I have just put to the witness, his 
nice little scheme for being fair and in the public 
interest has resulted in 100 per cent of the traffic 
moving under contract by highway, and the similar type 
of scheme between the railways is precluded by the legis- 
lation, where he has amended it, under agreed charges 
for the railways, and I will have something to say about 
that later. 

Q. The next point we were discussing was that 
the competitive rates to be filed by the truckers would 
be without any obligation that such rates be compen- 
satory, and you were going to look upon this as a direct 
cost, and something over direct cost. Earlier in your 
evidence you pointed out that on backhaul rates truckers 
could fix a rate that covered, as you said, wages, gas. 
and oil. 

MR. MAGEE: Yes. 


Q. And that is done by the trucking industry? 
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MAGEE: Yes, that is done by some trucking 
firms. 

Q. Indeed, it goes further than this: they 
make rates not on wages, gas and Oil, but they make 
rates, do they not, on the extra gas and oil that is 
required for hauling a load, because a truck has to 
come back empty, and it is only the extra gas and oil 
that they fix the rate on: you have heard of that? 

MR, MAGEE: I don't know about the divisions 
of gas and oil. 

Q. You know it takes gas and oil to runa 
truck empty? 

MR, MAGEE: Yes. 

Q. And it takes a little more gas and oil 
to run a truck when it is full? 

MR. MAGEE: I understand that. 

Q. And if the truck is going back empty they 
don't pay the driver any more because he is pulling a 
full load? 

MR, MAGEE: I understand that. 

Q. So, the only extra cost is for gas and oil 
for bringing the truck back full as against it being 
empty? 

MR. MAGEE: I don't want to go too deeply into 
the question of how truckers make rates,because I am not 
qualified to speak on it. 

Q. I want to discuss with you what is in the 
public interest and arising from the legislation you are 


proposing to this Commission? 
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MR. MAGEE: I will do my best to assist you 
within the limits of my knowledge. 

Q. Accepting from me this information whereb 
the truck would be going back empty, that it would be 
profitable for the trucker to make a rate for anything 
over the extra cost arising out of the extra gas and 
oil for pulling the load, would that be a compensatory 
rate as a competitive rate under this legislation which 
you propose, and would you so argue, and if you don't 
want to answer that question before you consult with Mr. 
Montague, that will be all right. 

MR. MAGEE: I may not be able to answer it at 
all. 

Q. Well, will you try discussing it? 

MR, MAGEE: Yes, I have told you I will do 
that. 

MR. SINCLAIR: I hope Mr. Hume is making a 
note of these things so they can be brought up after 
lunch. 

MR. HUME: No, I will read them in the tran- 
script. The questions are long and involved, and Mr. 
Magee has said he does not know anything about rates, 
and I don't see anything profitable in pursuing that -- 
as to how the trucker makes a rate. 

MR, SINCLAIR: This Commission decided they 
wanted to get into trucking, and we are into trucking 
here, and here is the daddy of them all, right in the 
witness stand; here is No. 1 spokesman for the trucking 


industry. 


MR. MAGEE: No, I am not No. 1 spokesman; I 
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am a spokesman, 

MR, SINCLAIR: Chosen as being the best man 
to present to this Commission the views of the Canadian 
trucking industry. 

MR. HUME: And who has never operated a truck 
line or made a rate in his life, and does not know any- 
thing about it. 

THE CHAIRMAN: He is doing a very fair job. 

MR. SINCLAIR: He certainly is, Mr.Chairman, 
and he is to be complimented, and I am sure all counsel 
recognize how excellent a witness Mr. Magee is, and I 
say that most sincerely, and if his counsel wasn't so 
anxious, I think he would be better. 

THE CHAIRMAN: Well, that is the privilege of 
“counsel. 

MR, SINCLAIR: It is, and he is certainly 
exercising it. 

THE CHAIRMAN: And the thinking of counsel. 

MR, SINCLAIR: Well, that may be a duty under 
certain circumstances, yes. 

Q. Now, Mr. Magee, this next thing we 
were discussing, and this is,how is it in the public 
interest to prohibit shippers' associations or forwarder 
from moving their goods over the highway if -- and you 
have not answered this yet, because you wanted to look 
into it -- if, by doing that, they can handle the goods 
more economically than any other way: would that be in 
the public interest? 


MR. MAGEE: So far as the shipper is concerne 
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Mr. Sinclair, if he wants to handle his own goods and 
his own equipment, we have never opposed that and never 
asked for regulation on it. 

Q. But you are opposing a forwarder moving 
goods as a forwarder, and you may be opposing the Kum 
Bees Seen cnienadine Besctanes ARicholt Aeuieaeiee > 

MR. MAGEE: We say the forwarders should be 
licensed. If they can prove public necessity and con- 
venience, then they are in the trucking business. 

Q. They are handling their own goods: I Ae 
going to make them handle their own goods to which they 
are going to take title. 

MR. MAGEE: Forwarders? 

Q. Yes, I am going to set up an arrangement 
where forwarders take title: this is a situation in the 
public interest, it would result in lower cost for the 
movement of goods -- assume with me that it does. 

MR, MAGEE: I don't want to deal with --- 

Q. Isn't this a place, Mr. Magee, waere the 
truckers' interest has transcended the public interest 
in regard to the purpose of this bill -- as I will argue 
in a number of other places -- but here is one that is 
clear? 

MR. MAGEE: I wonder if we could have the 
whole question again, It is my fault; I am getting a 
little tired. 

Q. Mr.Magee, the purpose of your legislation 
was to make it impossible for a group of people or a 


company to acquire title to goods and then move those 
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TORONTO. ONTARIO eres 
1 

D goods over the highway; you wanted to make it clear that 
3 would not be allowed unless they got a PCV licence? 

4 MR. HUME: I suggest that was not the purpose 
5 of the legislation. Section 9 does not include the 

6 Kum Winnipeg Company moving its own goods, because it 

7 would not be moving for hire. 

8 MR. SINCLAIR: Well, that is fine. We take 

9 it, then --- 

10 MR. HUME: If they are moving their own goods, 
1 there is no question there, 

12 MR, SINCLAIR: That would include the Kum 

13 Winnipeg outfit I set up this morning and the O-Kum-In 

14 forwarder I am setting up now. Is that the statement of 
15 counsel? 

16 MR. HUME: I say it is my view of the inter- 
17 pretation of this section that if they are moving their 
i own goods they are not operating extra-provincial trans- 
19 port for hire, and the Act does not apply. 

20 MR. SINCLAIR: Would counsel also assist 

1 by saying whether that answer would govern where a 

2 title to the goods was placed in the Kum Winnipeg 

23 transport company or the O-Kum-In transport company 

24 for the purposes of forwarding the goods? 
25 MR, HUME: I would say that if the title 

26 was placed in the name of the Kum Winnipeg company for 
27 the purpose of transporting the goods -- and while it ma 
og| be a way around this Act -- it is my view, if they are 

29 moving their own goods and not for hire, this Act would 


30 not apply, but if they were doing it in such a way 
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that the title is a subterfuge, then it woulda apply. 

THE CHAIRMAN: It has to do with the bona 
fides, 

MR, HUME: My friend no doubt is aware this 
same kind of legislation appears in the Ontario Act with 
respect to intra-provincial transport, and there have 
been many cases where people purporting to take title 
to their own goods to avoid the necessity of taking out 
a licence and insurance, and it has been found that 
they are contravening the Act. 

MR. SINCLAIR: Mr. Magee, in ee light of the 
statement of your counsel Mr. Hume, if the Hes Age 
that under the circumstances, because of the difficulties 
of draftsmanship and possibly not having set the matter 
up quite rightly, that the Kum Winnipeg did not really 
own the goods, but it was demonstrated by entering into 
an arrangement they did that the cost of.transportation 
was lessened, would you suggest then, to make certain 
of the public interest and the lowest transportation 
cost possible, that the legislation make clear that 
Section 9 does not apply to forwarders or shippers! 
associations by writing tnat right in? ‘Beceuae you < 
can see that Mr, Hume and I may have difficulties, | 
So, to sweep them away we will say, notwithstanding 
anything in section 9 hereto, it will not apply to 
forwarders or shippers! Puts tact eat Would the 
Canadian Trucking Associations accept that? 

MR, MAGEE; Well,.J) am srekeg we are getting 


into some very involved questions on regulation that 
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perhaps you feel I should be able to answer, and I just 
don't know the answer, 

Q. Will you give some consideratim to them? 

MR, MAGEE: Yes. 

Q. So that we don't have to get into any 
legal problems, would you say whether in the public 
interest, if it can be shown that the costs of moving 
goods are more convenient or cheaper through forwarders! 
associations and shippers! associations, that that 
specifically be set out in your legislation? 

MR. HUME: This is the same thing as saying 
if it can be shown that an unlicensed and unregulated 
carrier can move goods cheaper than a licensed one, it 
is in the public interest to let them run any way 
they want. Is that the effect of your submission? 

MR, SINCLAIR: I don't know what the effect 
of my submission is. I have put a question to the wit- 
ness: I have asked him whether he would support the 
view that in the public interest they would exclude 
from section 9 of their proposed bill shippers' associa- 
tions and forwarders, If he doesn't want to take 
them both, obviously, he can take one, 

THE CHAIRMAN: Based on cost? 

MR. SINCLAIR: Cost and convenience. 

MR, MAGEE: Well, we are going to take a look 
at that, Mr. Sinclair. 

MR, SINCLAIR: Q. Thank you, Now, Mr. Magee, 
as you know, certain provincial jurisdictions license 


forwarders; for instance, the province of Quebec? 
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MR, MAGEE; Yes. 

Q. No one can operate a legal cartage 
service in connection with forwarders! business in the 
province of Quebec without getting a licence from the 
provincial Transport Board. Do you not think that 
your clause 9 -- and your clause 9 with the addenda 
that I have suggested and that you are going to loak at 
-- would raise constitutional issues as to legislative 
jurisdiction over forwarders and bring about difficul- 
ties between the federal and provincial act aeacteaiae 


to jurisdiction? 
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MR. MAGEE: Well, we are really on a question 
that I am not qualified to express an opinion on. 

THE CHAIRMAN: You are not a lawyer. 

MR. MAGEE: No, I am not a lawyer. 

MR. SINCLAIR : Q. Has that ever been discussé¢d? 

MR. HUME: Yes, Mr. Chairman, it has been 
discussed, and I told my learned friend privately we 
would be very delighted to discuss this with him. 

MR, SINCLATR : I take it that counsel's 
answer is that there is an arguable position that for- 
warders are providing an extraprovinecial undertaking 
and, because of that, provincial jurisdiction which woul 
otherwise obtain would be ousted. I am going to argue 
that under the terms of the law, if a forwarder is, in . 
fact, engaged in an extraprovincial undertaking, he is 
under the jurisdiction of parliament if they decide to 
legislate on that. 

THE CHAIRMAN: Well, we will hear that in 
due course. o 

MR. SINCLAIR ; I suggest that if my friend is 
going to argue that it is extraprovineial under 10 (a) 
it is an exclusive field, and therefore he has to argue 
that the Quebec legislation is ultra vires. 

Q. In view of all the problems to the © 
trucking industry that arise from jurisdiction being 
divided under our constitution, anything that can assist 
the trucking industry to deal with that problem is a 
matter that your association is supporting and espousing 

MR. MAGEE: That is correct, Mr. Sinclair. 

Q. And it is that problem that you are mainl 
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concerned with in your associations? 

MR. MAGEE: It is one of the problems. 

Q. That is the problem that you’are mainly 
concerned with in your associations, that is the 
Canadian Trucking Associations. 

MR. MAGEE: Truck control? 

Q. Truck control arising from divided juris- 
dictions. 

MR. MAGEE: Yes, that is one of the problems 
we are mainly concerned about, Mr. Sinclair. 

Q. You don't say it is the main problem you 
are concerned with. 

MR. MAGEE: Well, agreed charges are pretty 
important, rail entry. 

Q. And you are looking after those things 
by the bill you propose here to this Commission? 

MR. MAGEE: The bill on truck control? 

Q. Yes. 

MR, MAGEE: Yes, those represent our proposals 
for dealing with the problem, Mr. Sinclair. 

Q. And you put those forward on the basis 
that they are the problems with the trucking industry, 
the ones you are concerned with, and if there is con- 
flict between the public interest and the trucking 
interest, subjectively you are going to decide which 
governs. 

MR. MAGEE: Well, now, how could we be 
completely objective about that, Mr. Sinclair. That 
is what this Commission is here to decide. 


Q. In your proposals you are. 
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MR. MAGEE: We try to be, just like the 
-- oh, subjective! We try to relate the public interes 
and the interest of the trucking industry in a proper 
way, Mr. Sinclair. Being the trucking industry, we 
may not always succeed in that. 

Q. No, I accept that answer and I think I 
understand completely, and I am sure the Commission 
does, too. 

MR. MAGEE: All organizations have that proble 
I think, Mr. Sinclair, even other transpa@ tation agencie 
and I am sure they try as hard as we do to overcome them 

Q. There is one point I have in mind I would 
like to clear up. Under your section 20 (1), how would 
you, under that type of legislation, protect the 
certificate, the operating certificate, if the certifica 
was annual, or doesn't this very skilfully place you 
in the position of arguing that for all trucking control 
by railways after one year it is open season? Had you 
th ought about that? 

MR. MAGEE: I have already answered that 
question earlier, Mr. Sinclair. I was asked by the 
Commission counsel if we proposed that any rights given]: 
to the railways in regard to operating trucks or any 
companies purchased would be disturbed even if our polic . 
On rail entry was accepted, and I said that all of et 
the existing operating rights would remain as they are. 

Q. Then it may be that section 20 (1) | 
wouldn't accomplish that if the certificates were annual 
if they are open to annual review. 


MR. HUME: Is it annual renewal or review? 
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MR. SINCLAIR: I am coming to renewal. I 
am now dealing with annual review. 

MR. HUME: I am not aware that any province 
now reviews annually all licences. Now, I may be mistaken. 

MR. SINCLAIR: These provincial boards have 
power to have annual reviews, and they can pass regulations, 
and, as I understand it, anything that is not covererd 
under this bill that would deal with the matter of 
regulatory control, they would deal with it under those 
powers in their board. 

MR. MAGEE: I think all boards have the right 
to look at licences, but I cannot conceive of a board 
going back and turning the clock back after a certain 
point uniess the operator has been a consistent violator 
of the law or committed some misdemeanor that made the 
board decide he was not a desirable operator. 

Q. What about the renewal of annual certificates? 
Does that allow anybody to object on the renewal and, 
if so, under the principles under the proposals you 
have outlined. 

MR. MAGEE: Well, it is certainly not the 
intention of Canadian Trucking Associations to suggest 
any review of licences given to the railways for truck 
lines in an attempt to cut them back from what they have 
at the present time. 

Q. But you are introducing legislation. 
There are a myriad of interests that have ta be thought 
of, not only now in the trucking industry but those who 
will come into the trucking industry. 

MR. HUME: The right to renewal is not in the 
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2 legislation. The act doesn't give the provincial 
3 board the right to renew or the federal act under the 


present act. 


4 
MR. SINCLAIR: If you don't know how to get 
5 
round that, Mr. Hume, I will not tell you. TALS: is) a 
6 


very different question I put to the witness. The 
7 question I put to the witness was: There are many 
8 interests involved in highway transportation who should 
9 be taken into consideration before there is legislative 


enactment that affects their business. 


10 
i MR. MAGEE: Yes. 
Q. And you don't represent them all? 
sg MR. MAGEE: No. 
is Q. And there is great difficulty in dealing 
14 


with this matter without having all these various 
15| interests properly looked into and properly weighed? 
16 MR. MAGEE: Well, that is one of the things 
17| that the Commission would, if they consider our act, 
have to do. We speak for the for-hire trucking 
industry. 

THE CHAIRMAN : We will adjourn until 2 o'clock 


---Luncheon adjournment. 
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-=-On resuming” at’ 2°p.ms 


THE CHAIRMAN: Order, please. 

MR. SINCLAIR: | Q. Now, Mr. Magee, this 
joint board that is to be made up of appointees from 
a provincial and regulatory commission. 

MR. MAGEE: Yes. 

Q. I.am not very good at arithmetic,so maybe 
you can help me. 

MR, MAGEE: I am very bad at it, Mr. Sinclair. 

Q@. You have an advisor who is excellent 
at it. 

MR. MAGEE: That is why we have him there, 

Q. Maybe he has note of this and can assist 
the Commission. This proposed bill will be effective in 
nine provinces. 

MR. HUME: nen. 

MR, SINCLAIR: I don't know how you have 
extraprovincial highway movements between Newfoundland 
and the mainland of Canada; that is why I made it nine. 

COMMISSIONER MANN: There is the matter of 
the vehicle being 32 feet long. 

MR. SINCLAIR: It is not by highway. 

COMMISSIONER MANN: On extraprovincial movements? 

MR. SINCLAIR: This bill only applies to motor 
vehicles operating by highway. 

MR. MAGEE: That is fishyback. 

e SINCLAIR: That is not by highway. 
« MAGEE: Fishyback. 
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of the Commission and the view of the Canadian Trucking 
Associations that this bill affects piggyback? 

MR. MAGEE: My comment was "fishyback" with 
regard to the "William Carson", 

MR. SINCLAIR: Q. This bill didn't operate 
except where there were movements by highway involved, 
only movement by highway? 

MR. MAGEE: That is right. 

Q. And so therefore we are right at nire 
provinces. 

MR. HUME: I am sorry, but the definition 
section of this bill provides what is sought to be 
defined as an extraprovincial transport is the transport 
of goods over the highway by an undertaking extending 
beyond the limits, and in Prince Edward Island the 
vehicle moves by highway in Prince Edward Island, but to 
take the undertaking beyond the limits of the province, 
it is an interprovincial movement and some of it goes 
by ferry, but it at least goes beyond the limits of the 
province. 

MR. SINCLAIR: The definition section, 

Mr. Chairman and members of the Commission, is extra- 
provincial transport, and that means the transport of 
passengers and goods by commercial vehicle over the 
highway. If it didn't in its movement go over the 
highway, it would be my suggestion that the bill, then, 
didn't apply by definition. If that is not what is 
intended, the bill obviously requires an amendment in 
that regard. 

COMMISSIONER ANSCOMB: Does it, under your 


interpretation, divide British Columbia up into two 
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pieces? 

MR. SINCLAIR: I can't get to Vancouver Islan 
over the highway. 

MR, HUME: As long as it goes on the highway 
it is extraprovincial. 

THE CHAIRMAN: If the act were no good there 
Should be an amendment, that is all. 

MR. SINCLAIR: Q. Tet me ask you one questi 
on the principle. Would this bill, as you have intendec 
it to be operative, apply in any of these particulars 
to piggybacking, ana if so, what particular and what 
section? 

MR. MAGEE: We dealt with piggybacking in a 
separate section. 

Q. I know you did, but I am dealing with this 
bill first, and that is the way I am proceeding. I want 
to know was it intended that this highway transport act 
would deal with piggybacking, and if so, in what regard 
and what section? 

MR. MAGEE: I don't think there is anything 
in the act that has to do with the principles of piggy- 
back regulations as we outlined them, and perhaps it is 
in too vague a way in our piggyback section, Mr. Sinclair. 

Q. It is not the intention of the Canadian 
Trucking Associations to in any way preclude any persons, 
private, for hire, shipper association, forwarder or 
any other person or persons from making full use of the 
piggybacking by this bill, was it? 

MR. MAGEE: By this particular bill? 

Q. That is right. 
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MR. MAGEE: No. 

Q. And if by misadventure or fortuity the 
bill could so be interpreted, that would be something 
that you would want eliminated? 

MR. MAGEE: That is something we would want tlo 
eliminate. 

Q. Eliminate from the bill? 

MR. MAGEE: If piggyback was not in. 

Q. If by misadventure or fortuity of language, 
or anything else, piggybacking was affected by this bill, 
you would want that eliminated. In other words, if it 
does something you didn't want it to do you would want it 
changed to carry out your intentions? 

MR. MAGEE: If the bill by misadventure did 
something about the movement of piggyback that we didn't 
want it to do, we would, of course, want to amend that. 

I think I should say now that as a result of 
the questions that were asked this morning, that we are 
taking another look at our 50 per cent limitation in the 
bill, and we may have an amendment to propose to that 
section of the draft highway transport act. 

Q. I see. That is one thing. You are 
taking a look at other things, I presume, out of the 
questions, so we will not limit you to that. 

Let us get back to one thing. if this bili. 
in any way affects the complete freedom of piggybacking, 
that is not something that you want to have in this legis- 
lation because that is not what it is intended for? 

MR. MAGEE: I can't say that for sure, 

Mr. Sinclair, for this reason; that in the piggyback 
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section of our brief, section 8 -- 

Q. I am going to discuss that section with 
you in detail. 

MR. MAGEE: But I want to answer your questio 
first, Mr. Sinclair. In the piggyback section of our 
brief we deal on page 8.7 with a statement of general 
principles onwhich the control of piggyback should be 
based. 

Q. Yes. 

MR. MAGEE: And that takes in paragraph 21 
on page 8.7, and the only paragraph which appears on 
Bi Se 

Q. And was it your intention, the intention 
of the Canadian Trucking Associations -- 

MR. MAGEE: I am not quite through with my 
answer, sir. 

Q. I am sorry. 

MR. MAGEE: I left too long a pause between 
the previous sentence. It says on page 8.8: 

"Any regulations or measures of control adopted 
should be evolved" -- 
that is in regard to piggyback -- 
"and administered by an agency, or agencies, fully 
conversant with the interests and problems of 


both transportation industries." 
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Q. That, of course, knocks your bill out - 
immediately, because the provincial regulatory boards 
would not qualify under being fully conversant with the 
interests and problems of the railway transportation 
industry, would they? 

MR. MAGEE: Well, that is your view. 

Q. Wouldn't you agree with it? 

MR. HUME: He does not agree, as he said, and 
I don't agree that it knocks the bill out. You start 
your sentence with a premise which, in my view, is not 
correct. There is nothing in this act that is attemptin 
to regulate -- Mr. Magee has said piggyback ing. Tiee 
highway carrier happens to use piggybacking, that portion 
of his movements, under the jurisdiction of the parliamen 
of Canada, would be under this bill, and when he got on 
the railways, he would be under the Railway Act. 

MR. SINCLAIR: I am obliged to Mr. Hume for 
the clarity of his answer, and I will now ask the witness 
who is dealing with the policy of the association, to 
recall his answer that it was not the intention of the 

association to deal with piggybacking in this bill. 

Q. Do you want to change that -- it was 
not your intention to deal with piggybacking in this bill? 

MR. MAGEE: It may not be included in the bill, 
but we have made recommendations in regard to principles 
of control for piggybacking in section 8, page 8.8, which 
might lead the Commission to make some recommendations 
in regard to piggyback in the draft highway transport 
act, or some similar legislation. I don't know whether 


it would or would not. 
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Q. In this draft highway transport act, woul 
you please, for my assistance, draw to the attention of 
the Commission -- and for the Commission's assistance -- 
those sections which in your view have anything to do 
with piggyback? 

MR. MAGEE: There is nothing there in the 
actual wording of the act. 

Q. And you don't intend there to be? 

MR. MAGEE: Well,we have to relate the section 
on truck control, perhaps, in some way to the section 
on piggyback which, as I said, when we came to the 
principles of regulation which we suggested there, stated 
on page 8.8, 

"Any regulations ---" 

Q. You read that before, and it is before the 
Commission, and my question is simply tnis: You say 
that there is no part of the language of the bill that 
refers to piggyback? 

MR. MAGEE: Yes, I gave that answer, too. 

Q. And I went further and asked you that 
Canadian Trucking Associations did not intend to have 
this bill operated in regard to piggyback, and it is 
just that simple question to see whether you agree with 
it or not. 

MR. MAGEE: Well, it comes down to the relation- 
Ship between these two sections, and it is a legal questipn, 
and I would like to consult our counsel. 

MR. SINCLAIR: Certainly. 

COMMISSIONER GOBEIL: In the meantime, 
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is written down? 

MR. SINCLAIR: This bill has a lot of impli- 
cations in it, Mr. Commissioner. For “one thing it, 
in my opinion, is open to some interpretations, and in 
view of what learned counsel for the Trucking Associationls 
said this morning, it will be open to the interpretation 
that, for instance, if, as he said he would argue, a 
forwarder had an interprovincial undertaking, then the 
legal cartage of an interprovincial undertaking is under 
federal jurisdiction, and that is one thing, and then 
I suppose it would be then open for him to argue that 
an interprovincial undertaking could be carried on by 
way of piggybacking, and that in that regard he would 
try to argue that constitutionally it could possibly be 
brought within some of the sections of this bill. The 
ramifications of this constitutional aspect of divided 
jurisdiction -- and there is an interprovincizl undertakihg 
-- and this bill's limitations are things that go quite 
a way. 

THE CHAIRMAN: Well, Mr. Sinclair, there are 
very few bills -- if this had become law, certainly there 
would be considerable litigation in interpreting it. 

MR. SINCLAIR: In this one? 

THE CHAIRMAN: Any one. 

MR. SINCLAIR: Well,not any one. 

THE CHAIRMAN: Even the Railway Act. 

MR. SINCLAIR: Well, the Railway Act, of 
course, has had a relatively small amount of litigation 
dealing with its interpretation, but there has been much 


litigation concerning its application. 
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THE CHALRMAN: Yes. 

MR. SINCLAIR: But this one, in my respectful 
submission to aie Commission, does raise very, very 
litigious questions as to interpretation, and I don't 
think this comes from lack of draftsmanship. There may 
be some of those, but it comes from conceptual factors 
in this bill as it is proposed. 

MR. HUME: May I - make this observation, that 
my friend is aware that the Motor Vehicle Transport Act 
is the law of Canada today, and the same consti tutional 
questions with respect to the application of the inter- 
pretation section -- it is equally easy to argue that 
when the parliament of Canada used the word "extra- 
provincial transport" and defined it as being an extra- 
provincial undertaking, as an undertaking for the 
transport of goods by motor vehicle connecting all 
provinces, and the forwarders are included today. So; 
it is a problem, and I don't think this witness, not 
being a lawyer, can answer those things. I am suggesting, 
if my friend has a legal question, and he will put it 
on the record, I will try to deal with it in argument. 

MR. SINCLAIR: I am not putting legal questions, 
but I am obliged to my friend for the clarity with which 
he points up the question. He has shown that in this 
bill they have changed the definition: It was aaa 
portation by motor vehicle", and now he has got "by 
motor vehicle over the highway". That is quite a different 
thing, and what I am pointing out to the Commission is 
that this is a bill tre ramifications of which go a very 


long way, and I want to see how far Canadian Trucking 


TSPLI -XB=29 ag corte at iat mere sake. 


,aay MAMA AHS SD. oe 

{utsoequen we at cetto ehdd duG s ALALTE AM “VR 
yrav .ytsy eater ssob ,coledtaued ond ot so tsa indus 5 
t*nob 1 bas .motdsdesredal of as emolJaenp evotatthe 
{om stent  .qidansmadtexb Io vos! slot) somos elds sands 
esotge,? Lautqeonos morh aemoo vl duit wenedth. ta. euon yale | 
beaoqotq st tf ee LLtd alddomt 

tent ~doitevresds eta? sicu..t yat aMGH . Fat 14 


| 

| 
toa droqariet? elo tie¥ sotom. edd dadt,etsws el Basic ya 
{enotius Barton ese oi Soe’, yshod sbsaasd ‘to wal eid et 
-retnt eid ty fottesifaas sds-od jooquer widtw enotdasup 
| Heid syuts oF Yass, yi Leups af tt -- goivooa noissiorg 
_angee" brow ett bean shsns0 fo tuomstiteg edd monw 
| +S23KS' 11S gated an d* bent iob ame “Sroqaasi1s Latoniverg 
| sit rot naitetvenns ag 2s ontieiveias Letonivorg 
| Efe -sabdosaaos sfordev tates od eboog, To jroqemeart 
Mal -ySko?t Dobaicakr ote exehvewmet ead Sas ,2eomtvorg 
jon .ceentiw ed? vated daeb LBas uneidoaqye at 32 
Aas tE3sgennue os L agutds saont  wewers aso , toywel s gated 
| tr tua Litw ef, bor ,notyserp Lagel 8 ean Pooetxt ym IL 
| jremests ot tt atiw fseb of yas Litw i qbtooes eat ao 
imag Lagel sattdwy zou as T LAINIE. . AM 
dotaw c¢iw ytivels oad¢t +62 broty?t ye od begtido ms I sud 


z efag ai ¢adt awonde es oi -sotéeeup ond au etatog sri 
-* sreut” esw 32 :moidinbioh ond bepaado evead vedd [Lid 
I 


yo ton ced sd won bos ." sloidev sosom td aoljasrog 


imetattrh es stinp at tedt ."vewig it edd teve sheldev r0Toai 
at wotcaimaod SAt of deo artinteg me I deAw bas ,gatds 
yitev 8.03 doldw to adoidactitmet aft MLid s ef etad sand: 


gainourl nsibenea> 12% word ose o¢ tasw I bea .yew gaol 


ANGUS, STONEHOUSE & CO. LTD. Magee, Montague, Cr=-Cx. 11428 
TORONTO, ONTARIO (Sinclair ) 


Associations intended it to go. It is clear that ther 
is no parts in it, in view of the answers, that, in their 
view, affect piggyback, and the question I was putting to 
the witness was that they did not intend it to impinge 
upon piggybacking, and that, surely, is a pretty proper 
question to put to the policymaker of the Canadian 
Trucking Associations, and an easy one to answer, 

MR. MAGEE: vo put to the policymakers of 
Canadian Trucking Associations? 

MR. SINCLAIR: Q. Their spokesman. Tha Ged 
what you are here as? 

MR. MAGEE: I thought you said, "to put to 
the policymaker of Canadian Trucking Associations". 

Q. No, the spokesman. 

MR. MAGEE: For the policymakers? 

Q. Yes. 

MR. HUME: Well, you determine the intention 
of parliament by taking the act they pass and attempting 
to interpret it. Perhaps we could do that -- they have 
policymakers of this association -- and argue at some 
later date what the effect of the act is? 

MR. SINCLAIR: With all due respect for my 
jearned friend Mr. Hume, and I have some respect for the 
Canadian Trucking Agsociations, but they are very different 
from parliament, and once parliament has passed a bill 
it is one thing; it is another thing to propose a bill 
and ask it to be recommended. 

THE CHAIRMAN: Well, as I understand from the 
witness, the bill as drawn does not cover piggyback. 


In view of the policy of the association, it may be 
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defective in that regard. 

MR. MAGEE: That could be, Mr. Chairman, 

THE CHAIRMAN: Pardon? 

MR. MAGEE: Yes. 

THE CHAIRMAN: But it still does not cover it? 

MR. MAGEE: No. 

THE CHAIRMAN: And would not? 

MR, MAGEE: The preparation of our piggyback 
section of our submission of necessity, because of our 
staff resources and so on, was not done at the same time 
as the draft highway transport act, and it may be, 
possibly, that the Commission in considering the views 
that we stated on piggyback might say that if these 
regulatory principles in regard to piggyback that we 
have stated in section 8, page 8.7 and page 8.8, were 
acceptable, perhaps the Commission might say they should 
be embodied in truck control legislation rather than in 
Some other federal jurisdiction legislation. 

THE CHAIRMAN : You are asking the Commission 
to reconcile the act with the bill you have submitted? 

MR. MAGEE: That is right, Mr. Chairman. 

MR. SINCLAIR: Q. Very well, let us get back 
to the question I put, and I will ask you the questions 
Rane I come to the piggyback section, in the light of 
your answer to the Chairman. This all started by my 
suggesting this bill applied to nine provinces. You wan 
to make it ten; is that right? 

MR. MAGEE: We certainly do. We don't want 
to leave any province out. 


Q. So, you think you can move goods by 


embed) : ee sd BiueD aso ‘supa, ae sid a an 
“Soobest — :MAMATARD SHE: ee 
; er SRAM 4 FM be alee 
amass tow geod [irda vi Ive :MAMALAMO GHT om 
of :Sa0AM A 
eton binow Sat : WAMALARD art wey 

sfondumatq so to notteisqeny sa? 7 SOAM mM 
sto ‘lo salisoed  ytternsssa to sohaaimdne Guo Zo nobtose 


| 

| 

| 

| 

| sutd omse SAT DS auob dom asw ,ao of Bias geomoset Tiste 
od vem of bas ,doa duogeis3t yewapie tteth eid o8 
| cwety ed? gotisblenos ab aoleatmmod edd darty eeldlaeog 
| osids ‘Ub dade yee tate séedyayte ao beteda ewetadd 
| ow UBAG dosdysata ot Duspet ck aslgloaing yrodsluget 
| syaw .5.8 ensq bas J. euaq 8 eeheain at bedsta evad 
| binota weds yea talgtm mo tee bonmy® edt eqardveq ,eidatqesos 
a aatt terigsi molieletpal fortaos dows? at Bbekbodme ed 
) ARS AEBOS iolktetietas fekehet redve emtow 
| solteeimiod ond aninvfen otc ney WMALARS SND “4 

Shettimdua aved woe Lfid act cotw doe sid ef kgmooer oF 


carrtedd .oM .ddate ef tect :@EGAM .AM 


| 

| | 

| doad ten au gel .[few vaoV 6 SATALOULS . AM | | 
esotigsua od oy Hes Litw I bes two I aodteowp edt oF | 

| to drigcl srg mt  noltose slosdyagig ead ov emo I soci 

| wi td hotueta (fs etal tamicked? edt of t98Wweas Wwoy 


maw swoX .esonivorg onta of betiggs Iffd afd? saisasgyce 


—_ 


fidgin det af pret dt alan oF 
jasw. d'aob eW .ob yiristaes ew :TRDAM . FM 
tuo aomtvetq ums evsel oF 


va sboog syom aso voy Anfdt goy-.08 uP 


ANGUS, STONEHOUSE &co..to. Magee, Montague, Cr=CX, 11430 
TORONTO, ONTARIO (Sine lair ) 


commercial vehicle over the highway throughout the whole 
ten provinces of Canada, and that is why you made that 


answer? 
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MR. MAGEE: We may have anticipated causeways 
too far in advance, Mr. Sinclair. 

Q. Now, that is an interesting answer, Mr. ee, 
Would the truckers be prepared to carry their due pro- 
portion of the cost of the building and the maintenance 
of the causeway to join Newfoundland with the rest of 
Canada? Presumably the answer to that is yes. 

MR. MAGEE: Well, Mr. Sinclair, we believe 
that the truckers should pay their fair share of highway 
costs, and we think they are doing so. 

Q. I will be asking you about that little 
bit you put in there later, too. So mark it down, 
Mr. Burbidge, too. He thinks they are paying their 
fair share of highway costs. 

MR. MAGEE: We have marked it down, too, . 
Mr. Sinclair. 

Q. On the anticipation of a causeway joining 
Newfoundland with the rest of Canada, and the little 
job I want you to assist the Commission on, if you will, 
on this joint board - if a trucker was going to operate 
from Newfoundland over the causeway across Canada to 
Vancouver, going through all the ten provinces of 
Canada, would you please tell me now, in the light of 
you saying it is in the public interest to have consiste Cys 
what are the mathemetical permutations and computations 
of the number of changes that could take place in that 
Board? I will tell you that this question isn't easy. 
It sounds a little easier than it is. So would you 
refer it to Mr. Montague so that he won't lose time. 


Tell him he has a problem in merging and melding the 
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computations and permutations, and he could give us an 
answer right after the adjournment. 

MR. MONTAGUE: I have the request. We would 
have to have some time to consider this. 

MR. MAGEE: I don't have any false sense of 
security about the answer to your question, Mr. Sinclair, 
I can assure you. 

Q. Now, here is one that is easy, Mr. Magee. 
I suggest to you that the public interest -- that is all 
we are dealing with here -- would be better served if 
this highway transport act was simplified so that it 
provided only for the publishing and filing of rates and 
the imposition of penalties on purely extraprovincial 
movements of freight by highway. 

MR. MAGEE: Well, Mr. Sinclair, as you know, 
I appear here as an industry witness, and I am bound by 
the submission -- 

Q. You couldn't agree with me it would 
Simplify it? 

MR. MAGEE: No, I wouldn't want to make any 
comment on that. 

Q. All right, I accept the answer. 

MR. HUME: Just let me clarify. You mean if 
you had an undertaking that was connecting a province, 
that the only portion of the publication you are suggesting 
in the simplified act would deal with that portion of 
traffic that makes a continuous movement, that crosses 
a border, or interprovincial movement in that? 

MR. SINCLAIR: I said that the bill would be 
Simplified if it dealt with publication of tariff and 


regulation of rates for extraprovincial freight movements). 
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MR. HUME: Is a movement that starts in Sarnia 
and moves, say, to Woodstock and goes from there to 
Montreal - is the Sarnia-Woodstock movement an inter- 
provincial movement? 

MR. SINCLAIR: On a bill of lafling where the 
contract was to carry it from Sarnia to Montreal, my 
answer would be yes. 

MR. HUME: In other words, it is a continuous 
movement on one bill of lading. 

MR. SINCLAIR: It is a movement that is contracted 
for from a place in one place to a place in another, and 
that doesn't necessarily have to be a continuous movement 
because it may have to be consolidated, or it may have to 
be held back, and various things like that. 

MR. HUME: Ottawa-Hull would be another good 
example in your case. 

MR. SINCLAIR: Yes. 

YR, HUME: Ontario, Quebec. 

MR. SINCLAIR: Q. You say you don't answer 
that because of your position. The next one is -- 

MR. MAGEE: Well, I don't answer it because 
I have instructions, Mr. Sinclair. 

Q. And the next question I ask you would be 
this: Would you not agree, and I suggest to you this, 
that your bill, as you propose it, wouldbe more in the 
public interest if it were restricted in regard to entry 
to the fact that any person attempting to enter into | 
extraprovincial movement would have to prove public 
convenience and necessity, and that is all. 


MR. MAGEE: Well, perhaps - no, that is not 
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2 what is in the bill,. Mr. Sinclair. 


3 Q. There are lots of things in the bill, 
4 Mr. Magee. I am suggesting to you that it would be 
more in the public interest if that was the only criteridn 
‘ of entry, it could apply to any person. 
6 


MR. MAGEE: Well, we have provisions in regar 
7 to rail entry, Mr. Sinclair. ' 
8 Q. That is for the protection of truckers. 
9 Let's worry about the protection of public interest. 


MR. MAGEE: No, that isn't the wording of the 


10 

fi bill, Mr. Sinclair. The wording of the bill in regard 
to rail entry is that the board will consider the public 

? interest, not the interest of truckers. 

Q. Then I would say that the board would apply 

14 


the same principles of public interest, in my questions 
15 to you, that any person who was attempting to enter woul 


16 have applied to them the same rule. 


17 MR, MAGEE: You @we saying if an operator proves 
18 public necessity and convenience there is inherent there 
# the consideration of public interest? 

Q. Yes. 
a MR. MAGEE: I want to make sure I understand 
21 


the question. 
Q. And that was applied to whoever the 
person may be, corporate, individual or otherwise. 
MR. MAGEE: Well, without getting into an 
exercise in wording, we have these views on rail entry 
which we felt we should put before the Commission, and 


we feel that that particular issue requires special 


provision in the act, and that provision is the question 
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of public interest. 

Q. Lr<pee . Well, we will discuss that on 
rail entry. So you believe that it is in the public 
interest not to simplify this bill in this regard: 
First, that it apply only tothe filing of tariffs, the 
publication of rates and the imposition of penalties 
on freight movement interprovincially. Point No. 2, 
that the criterion of entry would be public convenience 
and public necessity, and this would be applied equally 
to all persons. Point No. 3 is the one I want to put 
to you, and that is this, that the board that would 
administer this should be a single board operated 


throughout the length of the country, the appointees 


_ to which would represent each of the sectional interests 


in Canada, and it would be a single board with a permanen 
staff and it would move throughout the country, appointed 
either in concert with the provincial governments ad the 
federal government or the federal government. 

MR. MAGEE: Well, our views are the views that 
we have expressed in the submission, Mr. Sinclair, and 
these are the views of the association, 

Q. That answers the next question, which mean 
that you wish to have a board with a possibility of 
rapidly changing and numerous changes in personnel. 

MR. MAGEE: I have a reservation -- 

Q. You say why I say rapidly changing? 

MR. MAGEE: Yes. 

Q. Just because the people who were going to 
sit on this board would be humans, and you have so many 


people and combinations of them that the grim hand of 
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this or that could quite equally apply to them in a 
probability curve, 

MR, MAGEE: Well, the grim hand of this and 
that could affect the Board of Transport Commissioners. 

Q. But it only operates with a few, 

MR. MAGEE: No, you have ten boards and 
a bigger reservoir. 

Q. That is my point, and I think if you will 
think about it, that is not working towards the position 
of consistency of application and having the same 
personnel. 

MR. MAGEE: I don't think we would agree with 
that, but those are your views. 

Q. Now, I want to turn to one other subject. 
I think possibly this bill, Mr. Chairman, - the deficienctes 
of it are unfortunately great, and it is a field that I 
think the trucking associations, having some problems, 
have overstepped the bounds in trying to solve the 
problems that they have. But I think rather than take 
up more -- 

MR. MAGEE: I don't think we have overstepped 
the bounds in Suggesting a solution to the Highway Transport 
Act. I remember the day when the railways suggested 
control of the trucking industry. 

Q. The railway which I represent never did 
Suggest legislation that covers the elements and the 
points that you have here. I put to you a type of 
Simplified bill that might draw some support that you 
didn't seem to want to go along with. So I leave that 
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in accordance with the instructions I get. 
MR. HUME: Just to clarify, Mr. Chairman, 
-- if the simplified bill is reduced to writing, we 
will submit it to the board of directors of Canadian 
Trucking Associations. 
MR. SINCLAIR: I will not reduce it to writing|. 
MR. MAGEE: We would take a very open look at 
your bill if you did reduce it to writing, ir. Sinclair. 
Q. In any event, I am going on to another 
subject. Now, this is the question of subsidies. 
So that there be no misunderstanding, I want to deal 
first with the bridge subsidy, and I want to make it 
clear that Canadian Pacific was opposed to that bridge 
subsidy in principle, and it opposed the bridge subsidy 
in the way it was calculated, and, to make it clear, 
we are opposed to its application to the trucking industr 
in principle,and for numerous reasons, and some of them 
were alluded to by Mr. Mauro. So far as Canadian 
Pacific is concerned, we do not agree with the bridge 
Subsidy or application, and that was our position before 
it was introduced, and it is our position today. 
This is a matter of argument, so therefore, you will 
understand why I am not putting questions to you on it. 
Now, go to the next one, the Maritime Freight 
Rates Act. You have answered questions of other counsel 
on this, and I won't eaeud too much time on it. But I 
am not clear and I did not understand your proposals 
in one regard, and I wonder if you would assist the 
Commission and also myself by telling the Commission how 
the Maritime Freight Rates Act could be applied to truck 
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rates as it is fundamental to that legislation that there 
has to be normal rates and tell me why it would apply 
on an intraprovincial New Brunswick movement? 

MR. MAGEE: Well, I would hav to give my 
answer to your question, Mr. Sinclair, from the submissio 
that we made to the Fee ake etic Committee on 
April 6, 1959. You deal with an intraprovincial New 
Brunswick truck rate. We deal with the general ques- 
tion of the subsidization of the trucking industry under 
the Maritime Freight Rates Act. 

Q. I know that. I am asking you a specific 
question, Mr. Magee, and that is, in the light of your 
principle that the Maritime Freight Rates Act should be 
applied to trucks as well as to railways, and presumably 
as well to ships - you agree it should be applied to 
shipping, too? 

MR. MAGEE: I think it is fair that it should 
be applied to all forms of transport not at present 
covered by the Maritime Freight Rates Act, but which 
ane affected by, it. 

Q. That would be all within the select 
territory? 

MR. MAGEE : Public carrier transportation 
affected by the act at the present time and which is 
not subject to the act. 

Q. That would be air, shipping, trucks. 

MR. MAGEE: Well, of course, we deal specifi- 
cally with the trucking industry. 

Q. I am dealing with it in principle with 
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MR. MAGEE: Yes. But I can't make any 
detailed proposals in regard to air and steamship. 
I am not authorized to speak. 

Q. But there is a problem where you have 
unregulated rates in developing what is the normal rate, 
and that is why I specifically picked for you an easy 
movement to test your principle, a truck movement intra- 
New Brunswick. 

MR. MAGEE: Zen. 

Q. And I am asking you on what the normal 
rate on that movement would be judged to which the 
reduction in the Maritime Freight Rates Act would apply? 

MR. MAGEE: Well, our views have been stated 
in the submission to the Interdepartmental Committee. 

I am going to be here on Monday, and I can give them 
then. 

Q. I will take them now, if you have them. 

MR. MAGEE: It is on page 29, Mr. Commissioner, 
of the submission to the Interdepartmental Committee of 
the government of Canada inquiring into the maritime 
transportation problems. It starts off at the bottom 
of the page under the heading "Recommended Form of 
Subsidy for the Trucking Industry". 

Q. This is dealing with the Maritime Freight 
Rates Act? 

MR. MAGEE: Yes" 

"There are basically two alternatives which might be 
considered: treating the truckers in exactly the 
Same way as the railways, in other words, bringing 


them within the Maritime Freight Rates Act; or 
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"establishing a different form of subsidy for 

trucks, which might be administratively more approp- 
riate to their type of operations, while giving 
aggregate benefits comparable with those enjoyed 

by the railways under the Maritime Freight Rates 
Act. The former is strongly recommended." 

Q. That is something different. 

MR. MAGEE: Well, I am going to have to stick 
to what we have here, because this is what has been con- 
sidered by the association, and I can't amend D. Giese 
I might not be here on Monday if I did. 

THE CHAIRMAN: Finish reading. Are you 
finished? 

MR.MAGEE: No, I am not, sir. 

"As we have concluded above it is desirable that 
trucks be subsidized to the same extent as railways 
no more and no less. In satisfying this erie pis 
a direct approach laying down the same conditions 
for both road and rail would be far more satis- 
factory in that it would necessarily treat the 

two media equally. Any alternative forms of 
subsidy for truckers would involve comparison of 
unlike cases and inevitably lead to much wrangling 
by both industries, each supported by copious data 
to show that the other is receiving more aid. The 
history of conflicts, enquiries and evidence be- 
tween the railways and trucking industry in the 
United States and Canada is already so overloaded 
with statistical attempts to draw firm conclusions 


from incomparable data, that the creation of any 
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"further field for such argument is to be avoided 
if at all possible. 

From this standpoint the simplest method would 
be to amend the Maritime Freight Rates Act so that 
its provisions are applicable to truck as well as 
rail transport. It is doubtful, however, whether 
the same administrative technique for enforcing 
these provisions would be as applicable to truck 
as to railways. Put briefly, the system for the 
railways involves two major stages. Two separate 
tariff schedules are laid down, one the "normal" 
tariffs and one the reduced rates. The railways 
periodically submit accounts of movements under the 
Act and claim the difference between the tariffs 
as a government subsidy. This system has three 
major difficulties for truck operators. _ The 6 
rigid laying down of tariffs is contrary to the 
trucking practice of quoting rates paced dn trip 
costs, and is not desirable for the more 
flexible form of ‘transport. Trucking ‘companies 
do not normally keep such regular accounts as the 
railways, and Riis necessity would be a particular 
burden on the small trucking firm. Finally small 
scale truckers do not have the funds with which to 
finance Ce over the period while*awaiting 
claim for the subsidy. How far could these 
obstacles be overcome without violating the pro- 
visions of the Act? 

The two tariff schedules are in part illusory 


Since one is a regular percentage reduction of the 
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"other. The regulation of rates for railways was, 
and continues to be, necessary to protect the publi 
interest; the monopoly position of the railways 

has not been completely removed by competition, 

In the trucking field, competition between truck 
operators ensures that charges are accurate 
reflections of costs. Intraduction of motor carrie 
legislation in New Brunswick and, more recently, 

in Nova Scotia and Prince Edward Island, will 
ensure additional protection for the public inter- 
est, rate regulation, in all three cases, being 
provided for. Shippers will have recourse if they 
consider that truck rates are unfair or unjustly 
discriminatory. The type af rate regulation is 
the filing of tariffs, so that inter-carrier com- 
petition within the trucking industry, is preserved 
Normal trucking rates will thus continue to be 
based fairly on costs. As the subsidy is a fixed 
percentage of normal rates, the regulatory pro- 
visions for railway rates are not required in 
identical form in respect to truck rates in order t 


protect the public interest.” 


(Page 11445 follows) 
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Q. You think that answers my question, Mr. 
Magee? 

MR. MAGEE: Well, that is the answer that I 
am authorized to give to your question, 

Q. Whether it answers it or not, is that what 
you mean? 

MR, MAGEE: Well, I don't know --- 

Qe Let me try again. I am asking you how th 
level between the normal rate as fixed by the regulatory 
tribunal and the rate under which the traffic moved, 
would be developed on an intra-New Brunswick movement by 
highway? 

MR. MAGEE; Well, I think that we have dealt 
generally with that problem in these words. 

Q. You said in those remarks that the levels 
of railway rates were largely illusory? 

, MR HUME s.). No, «no. It you are going to 
quote him, quote it accurately. He said that the 
question of the two tariffs which were raised were largel 
illusory because one was the reduction of the other. 

MR. SINCLAIR: It sounds like my friend 
drafted them; he remembers it so well. 

MR. HUME: I am listening intently. 

MR. SINCLAIR: I see, It is a good job you 
do that sometimes. 

Q. Mr. Magee, who would fix the level of the 
truck rate as being just and reasonable in New Brunswick, 


the individual truck rate? 


MR, MAGEE: Well, I have no instructions beyon 
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the views that I have just read to you, Mr. Sinclair, 

Q. What the truckers have down there is a 
probiem, Isn't it, Mr. Magee, that arises from the 
Maritime Freight Rates Act being applicable to com- 
petitive rated and agreed charge tariffs; isn't that 
really their problem? 

As Well, even when a subsidy is paid to help 
the shipper it is paid to the railway, through a reduc- 
tion on non-competitive rates, and we consider that that 
is either an actual or a potential problem, 

Q. Let me put it this way to you: I suggest 
to you that the trucking industry wouldn't be concerned, 
and neither would any other competing industry, if the 
Maritime Freight Rates Act were amended to provide that 
it doesn't apply to railway rates that are truck, water 
-~ that is, the competitive rates -- or agreed charges. 
You would agree with that? 

MR. MAGEE: In other words, that the Maritime 
Freight Rates’ Act’'\--- 

Q. Would apply on class rate railway traffic? 

MR. MAGEE: Non-competitive? 

Q. And non-competitive rate traffic, yes. 

MR. MAGEE: No, we wouldn't agree with that, 
either, Mr.Sinclair. 

Q. If the shippers are satisfied to move 
traffic that way, and they have, then, a choice of 
moving it at competitive rates without subsidization, 
why shouldn't the shipper in the maritimes be left to 


allow the Maritime Freight Rates Act toqerate in the 
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way it was intended to operate; that is, to provide 
for the rail movement of goods from the maritimes into 
central and western Canada and within the maritimes 
territory. 

MR. MAGEE; Well, we think that the shippers 
in the maritime provinces will come increasingly to the 
view, and there is some evidence they are coming to 
the view already, that if there is to be this type of 
assistance it should be available for use by them in 
regard to the form of transport of their choice, 

That is in accord, I think, with the policy of the 
Canadian Pacific Railway on subsidies. 

Q. I am asking you whether -- and I take 
it your answer is no -- the trucking association that 
you represent wouldn't be satisfied if the Maritime 
Freight Rates Act as it is now constituted, applied 
only on the class and non-competitive rated traffic? 

MR. MAGEE: No, we say exactly the opposite 
in our submission, and we say that -- we have gone into 
this question of the non-competitive rates, Mr. Sinclair 
and the non-competitive traffic-- are you going to let 
me answer --- 

Q. I thought your answer to that was no, and 
why you say no is not of any concern to me, 

MR. MAGEE; But it might be of assistance 
to the Commission, 

Q. You have already stated on the matter --- 

THE CHAIRMAN: Let him answer. 


MR, HUME: You will accept his answer, please 
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and qualify it later on if you don't like it, 

MR. SINCLAIR; Q. Very well, Mr. Magee, 

MR. MAGEE: Well, our position on the non- 
competitive traffic or the traffic that is moving 
under non-competitive rates, is that that traffic is 
at least potentially competitive, and the evidence of 
that fact is that it has been continually shrinking 
under the impact of truck competition, so we say that if 
you can find a freight rate reduction subsidy for the 
assistance of the shippers to the railway as the chosen 
instrument of that assistance and put it on the non- 
competitive traffic only, you are still either actually 
or potentially establishing an artificial protective 
backing to competition, and we don't think that that is 
a proper policy. 

Q. What you are saying is you think that 
freight rates should not be used as instruments for 
national policy, isn't that true? 

MR. MAGEE: Freight rates? 

Q. Yes. 

MR. MAGEE: Well, I have no specific instruc- 
tions on that point either, Mr. Sinclair. 

Q. But if freight rates were not used as 
instruments for the implementation of national policy, 
then you would be quite prepared to support that type 
of situation as it applies in the maritimes, would you? 

MR. MAGEE: The present situation? 

Q. No, a situation that arose out of the 


recommendation from this Commission that in regard to 


ear Sa Pt ee his 


Bas ne : mt 

puts a Ww ‘coat 

Opals xestto ~SugstnoM ,S9g6 avs 93.6 wayenmeens am 
(xbeLomte) . 


tt exit gob woy Th ao xetel dL Ythist ; 


ssegen ot Liew ytev sATATOULS A wf! 
“neh and fo Hoisteog swe obs SOA oe) a nanny 
sntvem ab tesdd obtists end 10 ot vaaee evtetvegnos. 
eh sFYiand tens dedt of ,csdet svidideqnes-aon rebay: 
ng aomeptve end bag ,ovidtdeqnds ¢hiakimetog teaser ts 


antaettie vyiiavasines reed esi Sf tesd et tozt tedd- 


4% sadd yse ow ow woldiveqnos Hourdy TO tosqmt ect obi 


ait 162 ybtedite soltoubet 8384 icgtest s batt nao x10, 
aseodn sdv os ysewites éig ot axsqqgide anit tO sonetetaes 
adoa std to 32 sug bos somadeite i. Jant to ¢tnemuTtettt 
yifaetos wedile Eilde ots voy ino oltTisi evictdebes | 
syitosdong LetotiivrTe 1s aninelldsces yllaisnstog 10 
gh coud dnd? deloit cob ow bas paokeisegnes od gatiosd | 
.yoifog  TegoTg & A 
jan weita? soy et gniyss sxs voy tad »— 
xo” etnscuydsol as bee ed sor bivona 2o3 ST dig ton? 
ospud jade d'set .golfeq Isnolisna — 
F 
ceoter ddytert ~sS0AM mM 
. 29 @ 
sgurveact ofttioege on svad T .lleW ;HaDAM .AM 
stisfonls .1M .tendhe iniog dandy nO anoLd 
ask beeuv tom arsw estan tigiedwt Th ona a) 
wwotlieoy fsneltaa to mottasqomelqal enit 07 adnenurtand | 
ogy vada Jroqqua oY benscetg e¢iup ed hbivow voy nedt 
‘soy bivow .kaaitinem oly ot eoligga If ee wonbinste to 

Shoitertia saeverq eT :32DAM .7M | 
aft ‘to too Ssaor8 tary Aolisuiia ® ,on ® 


ot} Bragey ak sant moltdebmmod etd? mort sols abmemmec 


ANGUS, STONEHOUSE @ Co. LTD, Magee, Montague, cr-ex 11449 
we (Sinclair) 

the Maritime Freight Rates Act that this Act should be 

repealed? 

MR. MAGEE: Lee. 

Q. Because freight rates in the maritimes, 
and in the movement of traffic from the maritimes to 
central Canada, were an improper instrument for 
carrying out the purposes that were behind the sub- 
sidization that is paid under that Act? 

MR. MAGEE: Well, Canadian Trucking Associa- 
tions does not propose a repeal of the Maritime Freight 
Rates Act, Mr. Sinclair, We made some proposals that 
we think will make the Act more effective and a fairer 
instrument for the assistance of the Shipper in 1960 
as compared with 1927 when there was no trucking 
industry in the maritime provinces. 

‘Q. There was a shipping industry, wasn't 
there? 

MR .MAGEE;: Yes, I suppose there was, Mr. 
Sinclair. 

Q. And you know that the basis of the rates 
in the maritimes on movements to and from western 
Canada all reflect a competitive factor; did you know 
that? 

MR. MAGEE; The movement of which? 

Q. The way the freight rates on the railway 
are constructed for movements of goods between central 
Canada and the maritimes, 

MR, MAGEE: Yes. 


Q. Reflect a competitive factor, water; did 
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you know that that was there? 

MR, MAGEE: I don't know the actual tariffs, 
but I am sure that it does, Mr. Sinclair. 

QO. Do you know how these rates are constructe 
for the movement of these goods? 

MR, MAGEE: I haven't the faintest idea, 

Q. Did you know that the reason why possibly 
Some of the goods move the way they do by rail is be- 
cause of the way these rates are constructed and they 
are prescribed, their construction is prescribed? 

MR, MAGEE: This is central Canada to the 
maritimes? 

Q. Or between; up or down? 

MR. MAGEE; I don't know as between the 
railways and water rates, 

COMMISSIONER MANN: If you give Mr. Magee the 
key word of arbitraries; he might look it up some time. 

MR. SINCLAIR: Q. They are worked on arbi- 
traries, 

MR. MAGEE; Yes. 

Q. What I am suggesting to you, arising 
from that, if freight rates @™d movements by highway 
were to be covered by payment of a subsidy for the 


assistance of the shippers in the maritimes you, of 


course, would agree that the regulator authority would 


apply arbitraries in the construction of the truck 


rates to make it even? 
MR, MAGEE: Well, I have just said that I 


don't know about those arbitraries, Mr. Sinclair, and I 
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certainly shouldn't now reflect very much credit on 
myself if I started putting arbitraries in our submis- 
sion, 

ae Well, freight rate arbitraries, Mr. 
Magee, and I take it that you were not trying to be 
funny with that? 

MR, MAGEE: No, I am not trying to be funny 
with you, Mr. Sinclair. 

Q. Let me ask you this: were the basis of 
the way the rates were constructed between central 
Canada and the maritimes discussed before this policy 
was evolved that you have put in the record as to the 
application of the maritime freight rates assistance to 
the shippers being applicable to trucks? 

MR. MAGEE: We looked at the broad picture, 
Mr. Sinclair, and did our best to come up with something 
that we thought was fair, 

Q. Let me ask you a specific question. You 
were there; have you ever heard the way railway rates 
are constructed in the use of arbitraries in railway 
rates, and the reasons why they were there discussed, 
and all these matters of obligation on the railways 
with respect to traffic to and from the maritimes? 

MR. MAGEE: We are coming to the question of 
extending all kinds of applications to the trucking 
industry that the railways have under some existing 
subsidy, but that doesn't necessarily follow (a) 
that the obligations on the railways should continue in 


the present form, particularly if the trucking industry 
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might be put into the picture and (b) that the obliga- 
tions, even if they remain on the railway, can be 
extended to the trucking industry. There are a lot 
of factors to consider. 

Q. I can see you are anticipating my dis- 
cussion with you on statutory rates, and I will be 
glad to accommodate you on that in due course, but let 
us stick now down in the maritimes and look at the 
traffic down there; what was behind the policy statement 
of the Canadian Trucking Associations in regard to the 
application of the maritime freight rate assistance, 
which is given under the Maritime Freight Rates Act, 
and my question to youwas this, for the assistance of 
the Commission: when that policy was enunciated, was 
the manner in which the arbitraries are applied on 
traffic moving between the maritimes and central 
Canada and west, were they taken into account by your 
trucking association? 

MR, MAGEE: I don't recall them being dis- 
cusssed at any meeting. It may have been meRetaetea 
when this was being drafted. 

Q. This could have a material effect on 
whether it would be right to maintain the special pro- 
visions in regard to rail rates on traffic moving betwee 
the maritimes and central Canada, wouldn't it? 

MR. MAGEE: I don't know. 

Q. It is a matter --- 

MR, MAGEE; You yourself said the other day, 


Mr. Sinclair, when you cross-examined Mr. Paul 
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that the law was a living, changing thing. 

Q. All except in one regard, 

MR, MAGEE; Yes, I noticed you put in a 
qualification. 

. Q. Don't try to forget that because that is 
the most important issue this Commission has before it, 

MR, MAGEE; I know your views on that, Mr. 
Sinclair. 

Q. It cannot live and it cannot grow; in 
fact, it is causing so much difficulty it is a wonder 
the rest of the forest is still there. 

MR, HUME: Surely this is argument. 

MR. SINCLAIR: My friend introduced this, not 
me, 

MR. MAGEE: I thought it was a very cogent 
observation, 

MR. SINCLAIR: Q. What you are saying, 
then, I take it, is that if arbitraries in the manner 
in which railway rates are constructed present any diffi 
culties, then this, concommitantly is recommending 
the application of the Maritime Freight Rates Act, and 
recommend the elimination of such a restriction? 

MR. MAGEE: I have no instructions to comment 
on that point. 

THE CHAIRMAN: I think, Mr. Sinclair, the 
witness has said he doesn't know what the implications 
are, 

MR, SINCLAIR: All I am pointing out to the 


Commission, Mr. Chairman -- and I hope you will pardon 
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me for making this comment -- that this indicates 

that the implications that flow from some of these 
recommendations can be quite different than the witness 
and the people who propose them expect, That is why I 
am expressing it. 

MR, HUME: That doesn't necessarily follow 
at all, because the policies were made by people who 
may very well be very conversant with this particular 
subject and have taken it under consideration, Mr. 
Magee is not the maker of the policy; he is merely 
reading the stated policy out. 

MR, SINCLAIR: He is the best spokesman they 
could find. 

MR. HUME: Hear, hear. 


THE CHAIRMAN: I think we will adjourn now. 


---Short recess. 
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Q. Mr. Magee, just another fundamental 
concept: Canadian Trucking Associations, fundamentally, 
are averse to transportation subsidies per se? 

MR. MAGEE: In our submission we dealt with 
our views on that matter at page 5.4, paragraph 3. 

Q. “Subsidy can be justified but only when 
it is the sole means of implementing a policy which is 
in the public interest." 

MR. MAGEE: yes. 

Q. I have that underlined as a fundamental 
concept of Canadian Trucking Associations? 


MR, MAGEE: yes. 


Q. I wanted to see if you agreed with that? 

MR. MAGEE: Yes ; 

Q. That °is* what it is? 

MR. MAGEE: Yes, 

Q. Therefore what you are saying is that 
transportation subsidies be used to carry out regional 
assistance and is something that should only be used 
as a last resort; correct? 

MR, MAGEE: yes, I think that is correct, 

Q. And if a subsidy is to be paid through 
transportation, the purpose of the subsidy and the 
assistance it is meant to give should be clearly 
shown; for instance, that subsidy for the assistance 
of the maritime provinces' economy through freight 
rates should be known as a maritime subsidy? 

MR. MAGEE: Yes, we believe, and we stated 


in our submission, that the true purpose of the subsidy 
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payment must be easily recognizable. 

on And again, Canadian Trucking Associations 
would want to have the true amount of the payment in- 
volved in the subsidy clearly discernable? 

MR. MAGEE: Yes. 

Q. In your discussions with Mr. Cooper earlie 
this week you indicated to him that the growth of the 
trucking industry, in part, flows from the better 
highways and the more highways that have been opened 
up over the last few years? 

MR. MAGEE: Yes. 

Q. That is a paraphrase of his question and 
your answer: would you agree with that as being fair? 

MF, MAGEE: That is one of the factors, 

Q. And it is an important factor? 

MR, MAGEE: An important factor, definitely. 

Q. One of the ways that highways have been 
opened up and improved is by the payment of federal 
funds? 

MR. MAGEE: Yess 

Q. Would you please, for the assistance of 
the Commission, tell them how the trucking industry in 
Canada helps the federal government in any way in the 
recovery of the paeente it makes for the building of 
highways? 

MR. MAGEE: Well, we pay tremendous amounts of 
money, I think, in sales and excise taxes to the govem- 
ment. 


Q. So does the Canadian Pacific Railway. 
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MR. MAGEE; Yes. 

Q. In respect of its diesels that can't get 
on the highway? 

MR. MAGEE; Yes. 

i So does every other Canadian who buys 
things? 

MR, MAGEE: Yes. 

Q. So, that is not an answer, 1s i167? Just 
tell me how the trucking industry -- does it pay a 
federal gasoline tax? 

MR. MAGEE; Not now, 

Q. Does it pay a federal licence fee? 

MR. MAGEE: No, 

Q. Does it pay a federal registration fee? 

MR. MAGEE: No, it does not pay any of those 
things. 

Q. So that it does not, as an industry, pay 
for the moneys put out by the federal government for 
the building of highway, as an industry? 

MR, HUME: You mean directly? 

MR. SINCLAIR: Q. Or indirectly, for the 
movement over that highway. } 

MR. MAGEE: Well, we pay various kinds of 
taxes, as I have said, to the PeGeeal government, 

Q. But you are no different from a person, 
like the Canadian Pecstic, 11 cust regard, who does 
not use that highway from its railway? 

MR. MAGEE: “From its railway"? 


Q. THhat:is~what I said; 
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MR, MAGEE: No; we are now dealing with 
right-of-way subsidies as distinct from freight rate 
reduction subsidies, 

Q. Well, are you saying that -- you are ad- 
mitting, are you, on behalf of Canadian Trucking Associa- 
tions that there is a subsidy in regard to highways 
than in wgard to moneys put up by the federal government? 

MR. MAGEE: We think that we make a healthy 
contribution to the tax coffers of the federal government 
and I think that even if we were not in existence, and 
the private automobile was, these highways would be 
built, 

Q. But there is no way that by the relation 
of use by the trucking industry of that highway,of 
itself, the money comes back into the federal government? 
So, there is a subsidy of some degree? 

MR, MAGEE; Exeept indirectly, as the truck- 
ing industry grows and pays more taxes to the federal 
government. 

Q. And in that they are the same as every 
other Canadian whether he uses the road or does not use 
the road? 

MR. MAGEE: Yes, Other forms of transport, of 
course, have been subsidized in order to -- I am not 
Saying the trucking industry is -- but other forms of 
transport in receipt of what we might call roadbed 
Subsidies, subsidies to enable them to gét started and 
to serve Canada. 


Q. Well, we are just talking about the 
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trucking industry at the moment, and I now want to know 
if you would agree with this, that in British Columbia 
the trucking industry is being subsidized through the 
building of highways and the maintenance of highways 

by the provincial government? 

MR, MAGEE: I assume the provincial government 
in British Columbia is making sure that the trucks pay 
their fair share for the use of the highways they have 
constructed, 

Q. You assume that? 

MR, MAGEE: I would think that would be their 
responsibility, and I assume they are carrying it out. 

Q. But, in your close association with the 
trucking industry, remember that they made an inquiry 
and found the trucking industry were falling $14 
million short of bearing their fair share? 

MR. MAGEE: I mentioned that inquiry the other 
day in this witness box. I said when a provincial govern- 
ment in a particular province has reason to believe that 
the truck taxation structure is no longer realistic 
in relation to the use it makes of highways, then that 
provincial government will exercise its responsibility 
and take steps to see that the trucks pay their fair 
share, 

Q. Yes, I read that answer in the transcript, 
and I hope you will pardon me for saying that the answer 
didn't seem to me to be responsive to the questions 
I am asking you. Just to orient you -- and I am not 


trying to trap you -- first I dealt with a situation 
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where it was impossible for the trucking industry to 
return the money because there was no federal taxation 
directed towards you. Now I am dealing with one where 
there is that opportunity and where there was a finding 
of $14 million of lack of the trucking industry paying 
its share of highway construction and maintenance costs, 
You remember that very well? 

MR, MAGEE: Yes, and a subsequent increase 
in truck taxes. 

Q. Yes, but up to the time there was that 
increase, there was a direct subsidy to the trucking 
industry of British Columbia of $14 million? 

MR, MAGEE: Well, the Royal Commission felt 
that the trucks had reached a point where they were not 
paying their fair share and made recommendations, and 
they have been enacted by the legislature. 

Q. And those recommendations increased the 
amount of their share by something around -- what was 
it -- $9 million or $10 million? 

MR, MAGEE: I am not familiar enough with the 
facts there, 

Q. Assume with me that they made it an extra 
$10 million so that still left $4 million? 

MR. MAGEE; Yes. 

Q. Now, in so far as there has been a finding 
of $14 million by a Commission of subsidization through 
non-payment of fair share, and a raising of that only 
to $10 million, then we have established, I think you 


will agree, that there is still a short fall of the 
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trucking industry paying its fair Share of $4 million 
in British Columbia? 

MR. MAGEE: I am not making any statement 
about a short fall ora long fall by the trucking indus- 
try in British Columbia in relation to truck taxes, 
because I could not possibly, with the duties that Bi 
have, be conversant with the truck taxation picture in 
ten provinces of Canada. I have said, and I have only 
said, that I assume that the trucks are paying their 
fair share, because I assume it is the responsibility 
of the provinces to see that they are and that the 
provinces will carry out that responsibility. 

Q. Why do you make it an assumption that it 
is the responsibility of the province to see that the 
trucks are carrying their fair share of highway con- 
Struction costs and maintenance? Where is that set 
out -- in provincial legislation? 

MR, MAGEE: That is an assumption that has 
been made by other people -- the Turgeon Commission made 
it in its report in 1951. 

Q. You are not agreeing with all the assump- 
tions the Turgeon Commission made, surely? 

MR, HUME: He is agreeing with this one, 

MR. MAGEE: Not too many interests in trans- 
portation agreed with all the assumptions made in 
Royal Commission reports. 

Q. I am suggesting to you since the Turgeon 
Commission there have been inquiries in certain provinces 


which showed that that assumption was not correctly 
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made: for instance, British Columbia -- the one you 
referred to the other day. 

MR. MAGEE; And I said, corrective action had 
been taken by the government of British Columbia. 

Q. Are you suggesting it corrected the 
imbalance shown? Is that the submission of cTA? 

MR. MAGEE: Well, it accepted the report of 
the Commission, whether we agree with the report or not, 
and it took certain legislative action to implement the 
report. 

Q. I asked you whether the position of CTA 
was that the action taken did result in covering the 
short fall of $14 million? 

MR, MAGEE: I said that I could not make any 
pronouncement on short fall or long fall in regard to 
truck taxation in British Columbia. 

Q. If there is a subsidy by truckers not 
bearing their full fair share of highway construction 
and maintenance costs in Canada -- if that is so -- then, 
there is a direct subsidy to the highway transport 
industry in this country? 

MR, MAGEE: If the truckers are not paying thei 
fair share? 

Q. There is a direct subsidy to the highway 
transport industry in Canada? 

MR, MAGEE: Well, we assume they are paying 
their fair share, 

Q. I am asking you on the assumption I put 


to you, would you agree there is a direct subsidy to 
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the highway transport industry in Canada? 

MR, MAGEE: How can I agree with it? I do 
think they are paying their fair share, Why would I 
go back and agree with an assumption they were not? 

wt Dy Notwithstanding the fact there has been 
a detailed inquiry in British Columbia that found to the 
contrary? 

MR, MAGEE: And legislation was implemented 
to put into effect the recommendations of the inquiry. 

Q. Don't you think that in view of the fact 
this whole question of subsidization has been raised by 
you, that before this Commission follows your recommen- 
dations on it in any particular, that this Commission 
should recommend that a full and detailed inquiry be 
instituted as to whether the trucking industry in 
Canada is bearing its fair share of highway construction 
and maintenance costs in each and every province, in 
the national parks, and in all other streets, roads 
and everything else that they use throughout this 
country; would you not agree with that? 

MR, MAGEE: I don't think the trucking industry 
is a defendant on the case of whether or not they pay 
their full share of highway costs. I don't think that 
parliament has made any assumption that they don't 
pay their fair share. 

Q. Before this Commission deals with your 
recommendations on subsidy, don't you think it will be 
necessary for them to determine in accordance with the 


principles that you and I discussed earlier, that 
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subsidies should not be given, that the amount should 
be known, that they should be clearly marked, and these 
various other principles? Don't you think that should 
be a necessary requirement before they deal further 
with the recommendations of your Association on sub- 
sidies? 

MR, MAGEE: No, I don't think ---- 


Q. Well, you and I would disagree on that. 


COMMISSIONER MANN: Are you leaving the sub- 
ject of whether or not the trucks are paying their fair 
share for the use of the road, Mr. Sinclair, because I 
have one question. You mentioned that since the Turgeo 
Commission several provinces have made an investigation! 
into whether or not trucks pay their fair share for the 
use of the road, You mentioned British Columbia: was 
there any other? 

MR. SINCLAIR: Ontario. 

COMMISSIONER MANN: That was the increase in 
the diesel fuel? 

MR, SINCLAIR: And the question of the im- 
position of the weight-distance tax. That is the other 
one I had in mind, and also I had in mind certain 
studies I happen to know. have taken place in other 
provinces with respect to the impact of highway and --- 

COMMISSIONER MANN: Such as the Nova Scotia 
study, for instance? 

MR, SINCLAIR: That is right, sir. I didn't 
feel I wanted to get involved with the Commission and 


the witness, who I am sure has practically 
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memorized all those findings, and I think .the point is 
brought to the Commission's attention, 

Q. Now, Mr. Magee, we will move to this 
matter of statutory grain rates. 

MR, MAGEE: Les: 

Q.. And here I feel a little more at home, 
Basically the position of the trucking industry is that 
western grain to export positions should find its | 
normal place in the rate structure, be a just and 


reasonable charge, and any assistance required by the 


farming community of western Canada should be paid by 
way of assistance to them. Does that properly summariz 
your position? 

MR. MAGEE; To the shipper. 

Q. yes? 

MR, MAGEE: yes, that is correct. 

Q. Mr. Magee, when the Canadian Federation 
of Agriculture was here they had, like you, a spokesman 
-- a spokesman for the Association, and his name was 
Mr. Kirk, I don't know if you have had a chance to 
read his evidence. 

MR. MAGEE: No, I haven't. 

Q. Well, I am sorry, but would you take it 
from me that one of the pieces of evidence that he put 
before this Commission was this, that the farmers for 
whom he was the spokesman -- and this is the senior 
_ eee of farmers in Canada -- that the farmers 
for whom he was the spokesman were of the view that 


the farmers of western Canada through the statutory rate 
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on grain moving to export positions, that these were 
a contract between the farmers and parliament? 

MR, MAGEE: yes, 

Q. Indeed, some western gentlemen have 
referred to this as the Magna Charta of the western 
farmer, Have you ever heard that? 

MR. MAGEE: Yes, I read a statement by the 
Prime Minister of Canada to that effect, 

Q. Some people have misinterpred that on 
more than one occasion, You will notice I have, I 
think, properly interpreted it -- a contract between 
the farmers and parliament, 

MR.MAGEE: I am agreeing that these things 
have been said, yes. 

Q. Now, Mr. Magee, in light of that do you 
think it is realizstic to suggest that it would be 
acceptable to the western Canadian farmer to have the 
fixed rate on grain repealed, to have Magna Charta 
repealed, and in place receive direct assistance? 

Do you think that is a realistic proposal to make to 


this Commission, 
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MR, MAGEE: We have suggested that the truck- 
ing industry be included in any proposed subsidy, 
Mr. «Sinelair, 

Q. That is another question. Let's keep 
on the question I put to you, Mr. Magee. I recognize 
it is a difficult one, and think it over. Do you thin 
it is realistic to suggest to this Commission that it 
recommend that that contract between the western farmer 
and parliament be set aside, that the Magna Carta be 
repealed and there be substituted direct assistance 
to the western farmer in place of the fixed rate on 
export grain? 

MR. MAGEE: Do I think it is realistic because 
these statements were made, and do I think it is realistilic 
because of the views of these farm organizations? Is 
that the question? 

Q. I am asking you, do you think it is 
realistic to recommend to this Commission that the 
Magna Carta of the western Canadian farmer, the statutor 
grain rates, be repealed and in place of that he receives 
direct assistance? I think it is quite right for me 
to ask this because you were good enough to put on the 
transcript here that you had dug right into this. So; 
in the light of that digging into the western situation, 
I am asking you again whether you think it is realistic 
to recommend to this Commission that the fixed statutory 
rates on grain be repealed and that there be substituted 
direct assistance to the western farmer? 

MR. MAGEE: We think it is realistic and 


proper and the right thing to do in regard to our 
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responsibility to make the recommendations which we think 
should be made to the Commission, and that is wnat we 
have done, Mr. Sinclair. If some other people disagree 
with them -- well, some have already been here and 
othé@rs can come to express their disagreement. 

Q. Do you think that the western farmer 
would accept the removal of the fixed rate on grain and 
the receipt of special assistance? 

MR. MAGEE: It is not a question of what the 
western farmer will accept; it is a question of what 
parliament does about it, Mr. Sinclair. 

Q. Of course, the western farmer has a way of 
accepting or rejecting things that parliament do, or 
don't you know about that? 

MR. MAGEE: Well, I have read some of these 
transcripts, Mr. Sinclair, quite a few of them, and it 
seems to me we are getting now to the political consider- 
ations that we were asked about in regard to the draft 
of our highway transport act. 

Q. That is the science of government, and 
shat is the science of satisfying the majority of the 
people and the perpetuation of the fige policies that 
the government in power have introduced and they have 
introduced thinking they should be continued. 

MR. MAGEE: I will put my answer this way, 
that the proposals that the railways haw made in regard 
to the Crow's Nest Pass grain rates, according to our 
understanding of various things that have been said in 
various places, are not acceptable to the western farmers]. 


But the railways have come forward and put these proposal 
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before the Commission, they think it is the right thing 
to do, what they have recommended, and we are in the 
same position. We want to co-operate with the 
farmers; we certainly understand their importance in 
the economy of Canada, but we are here representing the 
trucking industry, and we think that under your 
proposals there is going to be a wrong situation if that 
Subsidy is confined only to the railways. 

Q. Your suggestion is the same suggestion 
that was made by the Canadian Pacific Railway some ten 
or twelve years ago, and that is that the grain rates 
Should find their normal level and any assistance needed 
by the western community should be received direct as 
aedirect subsidy to themselves. 

MR. MAGEE: Yes, there is a similarity to 
your proposal of eleven or twelve years ago, that is 
quite true. 

Q. Now, Mr. Magee, are you under any mis- 
understanding in regard to the way grain moves? Do 
you think that the central marketing and shipping throug 
agency handles all grains that are covered by the 
Crow's Nest statutory rates? 

MR. MONTAGUE: I didn't understand your 
question, 

Q. Do you think, for instance, that the 
Wheat Board handles all the grains that get the benefit 
of the statutory rates? 

MR. MONTAGUE: No, that is not my under- 
standing. There are some independent movements. 


Q. Such as what? 
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MR. MONTAGUE: As I understand it, the wheat 
pool exercises control over all movements as a result of 
dictating when and where storage space would be available, 
but independent elevator companies may move their own 
rye and flax. 

Q. And do you think, Mr. Montague, that the 
Wheat Board has any direction over the movement of flour 
and mill stuffs? 

MR. MONTAGUE: I want to give this a little 
thought. As I recall it, it has to do with the extensior 
of the in transit rate. Ieouldn't give you an accurate 
answer. 

Q. We could agree on this, and possibly 
these questions should be put to Mr. Montague, because, 
as a westerner, even with your great talents, Mr. Magee, 
he may be more familiar with them. 

Mr. Montague, you would agree that there are 
numerous shippers of commodities that are moving under 
the satutory grain rate level? 

MR. MONTAGUE: Yes, that is correct. 

Q. Now, Mr. Montague, while you are there, 

‘from your knowledge of Canada and the trucking industry, 
you would agree that movements of grain from branch line 
points to main line points in western Canada would be a 
one-way haul for practically all movements? 

MR. MONTAGUE: Et couldn't agree with that. 

I think it would be predominantly a one-way haul for 
the railway that was servicing a branch line due to the 
inflexibility of the railways, But I have in mind that 


as a shipper may evolve a circular route, it may not be 
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a one-way haul for him, 

Q. Do you think there is more tonnage of 
grain moving than there is for inbound Supplies, and, 
if there is, you have got a one-way movement? 

° 


MR. MONTAGUE: I thought you were referring 


to particular branch lines. ; 


Q. No, I am talking about branch lines which 
are gathering points. | . 

MR. MONTAGUE: Yes, I would say that is 
eorrect. 

Q. Very ues cantaalie, on excess? 

MR. MONTAGUE: Yes. | 

Q. In the light of that, could you assist 
the Commission, Mr. Montague, by telling them what 


would be the long-term variable cost per ton mile for 


hauling grain, say, 100 miles in a vehicle with a 25- 


& 
v 


ton gross weight? 

MR. MONTAGUE: I ee could not be of 
assistance in that regard. 

Q. Maybe I could help you. You made 
‘reference to a study by Mr. G. A. Wagain? 

MR, MONTAGUE: That is correct. 

Q. Before we do this, maybe it would be. 
well to ask this: Mr. Magee, you would agree that the 
intercity for-hire truckers were not unduly profitable 
in 1957, the operations? Some of ‘them were in 
financial difficulties, indeed? 


MR, MAGEE; Yes, in 1957 some were in 


financial difficulties, certainly. There are some 
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in financial difficulties every year, Mr. Sinclair, 

Q. But 1957 was not a booming year for the 
trucking industry, intercity? 

MR, MAGEE: Well, I haven't made a study of it, 
Mr. Sinclair, 

Q. Have you not looked at the motor carrier 
freight statistics? 

MR. MAGEE: Yes, I have looked at them. 

Q. Toey showed that they had a very small 
percentage of net to gross, operating revenues to gross. 
Then, in view of that, Mr, Montague or Mr, Magee << [ 
don't know who will answer this one -- it is agreed 
by transport economists and cost analysts that the 
per cent variability of the trucking industry is very 
high, 90 per cent? 

MR. MAGEE; This is a question for Mr.Montague 

MR. MONTAGUE: I confess that I didn't under- 
stand the question. 

Q. That the variability of the trucking 
industry is a high per cent, its cost are highly variable 
They are shown to be 90 per cent variable, trucking costs 
90 per cent variable with traffic? 

MR, MONTAGUE: I would think that your state- 
ment is correct, But to make a proper answer I would 
have to check through our material. But we are a very 
highly variable cost industry. 

Q. I think with that on the record and the 
Suggestion I made to you to find out the variable cost 


of trucking grain 100 miles and on a 25 gross ton weight 
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vehicle, I could turn now, with your permission, Mr, 
Commissioner, to page 10 of Mr. Wagdin's study in which 
he says for the year 1957: 
"For-hire trucks of over 25 tons gross 

vehicle weight (those larger vehicles which 

don't have any competition with the railways ) 

averaged about 110 miles per haul and earned 

an average revenue per ton mile of 6.3 cents.” 
Then he goes on to compare these figures to the railways! 
average of 1.52, and the next sentence is not pertinent. 
to what I am dealing with, but on the next page he deals 
with the average revenue per ton mile for longer hauls, 
and for 406 miles the average revenue per ton mile was 
5.5 cents, and when he gets up to the bigger vehicles, 
that is over 25 tons gross vehicle weight, in 1957 the 
average revenue would be 4.9 cents. 

Q. Now, I think we can agree that the roads 
that would have to be used for hauling grain in western 
Canada would not be able to withstand regular movements 
of trucks of that size, that is over 25 tons gross 
weight. You would agree with that? 

MR. MONTAGUE: I am not too familiar with 
weight limits, but I would go along with your argument, 

MR, MAGEE: We presume that they will with- 
stand the weight that the provincial authorities authorize 
be put on the highways. 

Q. For instance, those secondary roads in 
Saskatchewan, can they carry more than 50,000 pounds? 


MR. MAGEE: I don't know what the specific 
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weight limit is there. 

Q. Would you like to look them up, for 
Saskatchewan? These are secondary roads, Maybe 
Mr. Montague, who has had the advantage of driving on 
some of those gravel roads up there, would be able to 
answer that. 

MR, HUME: Mr. Chairman, in Saskatchewan -- 
and there is no distinction in this document T have 
between a first and secondary road -- a six-wheeled 
tractor tandem, semi with five axles, the weight limit 
is 54,000 pounds, gross weight limit, 64,000 pounds 
in the winter time on the trans-Canada highway portion 
of first-class road. 

MR. SINCLAIR: In view of the fact, Mr. 
Montague, that costs are 90 per cent variable and that 
the trucking industry in 1957 was not unduly profitable, 
I wonder if the figures from the study of Mr. Wagdin 
wouldn't permit you to estimate for the assistance of 
the Commission the variable cost of moving grain on 
secondary roads in Manitoba or Saskatchewan into 
main line gathering points? 

MR, MONTAGUE: Well, I don't suppose you 
really expect me to make that calculation now, as 
undoubtedly it would be a very complicated and difficult 
calculation to make, I could point out one thing, in 
reviewing the revenue per ton mile which you have 
mentioned in the Wagdin study, that I think that the 
revenue per ton mile figures include for the trucking 


industry their pickup and delivery costs and other items 
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which are also variable, In the handling of bulk 
commodities the revenue per ton mile may be lower. 

MR, MAGEE: It is lower, 

MR, MLNTAGUE: As Mr. Magee says, it is lower, 
So that I would hesitate to take those figures from 

the wecati study as an indication of what might or might 
not be the position for trucks in terms of what would 
be acceptable for a truck in terms of handling grain, 

Q. You want to consider it a little further, 
and while you are doing it you may also consider the 
fact that the figures I gave reflected the balanced 
movement of the trucking industry rather than the pre- 
dominantly one-way haul that would be involved in moving 
grain, and I wonder if, taking all those factors -- I 
don't expect you to do it sitting there -- you could 
assist the Commission by advising them on Monday as to 
what would be your best estimate of, say, a 100-mile 
haul, 150-mile haul, and a 200-mile haul, with a 
20-ton gross weight vehicle and a 25-ton gross 
weight vehicle? 

MR. HUME: Well, on Monday, or as soon as 
possible, in view of the homework you have been giving 
us starting at ten o'clock this morning. 

MR. MAGEE: We have a slightly different 
position than perhaps Mr. Sinclair has. 

MR, SINCLAIR: He has a corporal's guard. 

MR, MONTAGUE: I should say that any work I 
do is simply on a contractual basis with Mr. Magee's 


Association, and I would hesitate to undertake to 
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produce such an answer unless Mr. Magee wanted to 
instruct us to do the very extensive work that was 
required ; so therefore I don't want to Say that 
I will produce it on Monday, 

Q. If Mr. Magee instructs you to do it, you 
will undertake it, and if he doesn't perhaps Mr. Magee 
has a big staff of costing people and they have ways 
and means of developing that themselves? 

THE CHAIRMAN: In conjunction with the C.P.R. 

MR. SINCLAIR: I don't know if the C.P.R. 
can help them in that regard, because I understand that 
the whole department has been engaged on the requests 
for information, and I would hope that further require- 
ment wouldn't be put upon them, 

MR, HUME: I am not trying to be facetious, 
but Mr. Montague and I are catching the plane at five 
o'clock, we have certain commitments over the week end. 
We will read the transcript, and it may not be ready, 
but we will do the best we can. 

MR. SINCLAIR: I can also understand Mr. 
Montague's position that he will have to have instruc- 
tions, but I did raise the point because I thought it 
was necessary to have that information before the 
Commission, if it could be available or secured, 

MR, MONTAGUE: I did mention the study that 
was prepared by the United States Agricultural Depart- 
ment, and I believe they did attempt to develop some 
cost picture of what trucks could do in the United 
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MR. SINCLAIR: Q. It is quite a different 
situation there, There are factors; there are differen 
weather conditions, for instance, 

MR. MONTAGUE: I don't think this has 
particularly to do with the movement of grain from 
Points in Minnesota, North Dakotaand, I think, the 
Montanas, some of which moved by truck, I think 
it had regard to conditions which could be comparable, 
and there would certainly be differences, But it 
would probably be of more assistance than anything we 
could provide at the present time. 

Q. And the highways are different. You 
have knowledge of the difference of the highways, the 
Montanas; for example, from Kirk Robert to Moose Jaw. 
Have you ever ridden on that highway? 

MR. MONTAGUE: I have an experience of high- 

ways in the west, and the best I can say at this time 
is that they are certainly improving. 

Q. I think that the importance you put on 
the word “improving” answers the problem that that 
brings out. 

Now, in this regard I promised to put together 
certain material the other day in regard to Mr. Hume's 
cross-examination of Mr. Paul, and certain qestias I 
would then direct out of that to you, Mr. Magee, on 
policy, and to Mr. Montague on account of the special 


work he said was undertaken, 


(Page 11479 follows ) 
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Now, so that I can put the matter in better focus, 
I turn first to Mr. Hume's examination of Me. Paul, 
and the Commission will recall that Mr. Paul was the 
Spokesman for the Canadian Manufacturers Association 
and a man who, I think the evidence Said, spent all his 
life, some 40 years, in transportation. 

Mr. Hume, asking questions at page 9892 of volume 
54, then said this: 

"should the railways alone be the instrument of 

receiving the benefit, or should it be paid in 

such a way that the trucks could haul Grain < tT 

they are able to do so, and as they do in the 

United States." 

And Mr. Paul didn't quite come up to the 
answer to that. 

MR. HUME: He wouldn't agree with me at 
all on that. 

MR. SINCLAIR: He didn't agree until we come 
away over on to the next page, and we get this question 
from Mr. Hume to Mr. Paul: 

"So that if the rate per bushel or per 100 weight 
arose in Canada by one means or another, like it 
is in‘t&e United States, the railways should be 
the only persons to receive whatever payment is 
made, and the trucking industry should not have 
an opportunity of hauling it, except domestically, 
if they have an opportunity -- and I am speaking 
only of the grain to export points -- the present 
Crow's Nest statutory rates?" 


Mr. Paul's answer: 
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"Well, there would be some justification, I think, 
in applying it to the trucks if the truckers 
accepted the same obligations as the railways are 
under. " 

This is the point, Mr. Hume, that you felt 
was not. in your cross-examination. 

Q. It was also covered by myself, Mr. Magee, 
in the cross-examination I did of Mr. Paul, and this 
a found at page 9946 of volume 54. 

MR. HUME: I don't recall my making any 
comment about what was in was not in the cross-examin- 
ation; what I said in answer to you the other day was 
that I had given no undertakings with respect to leaving 
trucks at terminals, and so on. I recall very well 
that Mr. Paul wouldn't agree with me, and I wam 't 
until you started to cross-examine him that he began 
to agree with me, 

| MR. SINCLAIR: I thought he had agreed with 
you in the quotes I have just read? 
' MR. HUME: It is on the record. 

MR. SINCLAIR: I undertook to do this, and 
I will continue, with the permission of the Commission, 
at page 9946: In answer to a question of mine, Mr. Pau 
said: 

"TI would say that as a condition the trucks would 
have to submit to the same conditions as the rails 
in the handling of the traffic." 

And further, my question: 

"AS an experienced transportation man, would it be 


your position that the railways be relieved of 
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"these special obligations in regard to the handlin 
of grain?" 

And Mr. Paul's answer: 

"No, I would not say so. These special regulation 
may be necessary in the handling of the grain, 

but I would say that, if the truckers want to 
participate in it, they will have to meet these 
same conditions. 

Q. And that would include free time at 
terminals, having available equipment and all thes 
matters? 

A. Wha tever is involved in the movement of 
the grain." 

Then, further at page 9949, Mr. Paul said: 
"That if the trucks want to participate in the 
business, they have to meet the same conditions 
as the railroads." 

Then, on the following page, page 9950; 
als And they would have to carry both short haul 
and long haul traffic? 

A. Conditions all similar." 

MR. HUME: I agree that was all in the 

cross-examination. 

MR. SINCLAIR: Q. Now, Mr. Magee, my 
question to you is this, on behalf of Canadian Trucking 
Associations; do you agree with that evidence of 
Mr. Paul? 

MR. MONTAGUE: We have tried in previous 
examination during the week to give the reasons why we 


don't agree with that proposition, but the point which 
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I think will be the determinant in any business that 
trucking firms do with regard to the se commodities, 
will be that if they cannot meet the obligations which 
the shippers choose to impose upon them, then they will 
not get the traffic. 

MR. SINCLAIR: Q. It is not a question of 
the obligations the shippers impose upon them, it is a 
question of meeting the demand for the movement of grain 
as now delineated in federal statutes. It is not a 
matter of shippers, it is a matter of law, so that 
what I am asking, Mr. Magee, is a policy question and 
I will come to you to deal with what Mr. Hume said in 
a minute. It is a policy question. Would the 
Canadian Trucking Agsociations be prepared to accept 
for the movement of grain to export positions in western 
Canada the same obligations as placed on the wilways 
for the movement of that traffic? 

MR. MONTAGUE: You directed your question 
specifically to Mr. Magee, did you? 

MR. SINCLAIR: Q. Yes. 

MR. MAGEE: We don't say the obligations 
that are upon the railways at the present time, Mr. 
Eine lair. Should be applied to the trucking industry in 
that regard. If obligations upon the railways were 
the determinant of whether or not trucks would be 
permitted to compete for traffic, we would have never 
got the trucking industry started in Canada. 

Q. Let me see what obligations they would 
not be prepared to accept. Would they be prepared 
to move both short haul and long haul traffic at the 
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direction of the Wheat Board? 

MR. MAGEE: Well, I can't answer in the 
future for individual trucking firms. Suppose I said 
"Yes" to all of your questions and an individual truckin 
firm couldn't do it; that is the impracticability of 

my trying to answer that type of question. 

Q. You could answer this; would the trucking 
firms be prepared to haul long haul traffic when it wou 
be more economical for them, in view of their distribution 
of equipment, to haul short haul traffic, and that is 
an obligation that is quite often put on the railways, 
as you know. 

THE-CHATRMAN: We will have the answer to that 


question on Monday morning. 


---Adjournment. 
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Ottawa, Ontario, 
Monday , 
May 9, 1960. 


---On commencing at. 10.00 p.m. 


THE CHAIRMAN: Order, please, 


CROSS-EXAMINATION BY MR. SINCLAIR (cont'd): 


Q. Just before I go along with the point I 
was discussing with you at the conclusion of the 
proceedings on Friday last, there was this question I 
put at page 11431, volume 64, and the question was: 

"On the anticipation of a causeway joining Newfound- 
land with the rest of Canada, and the little job 

I want you to assist the Commission on, if you will 
on this joint board -- if a trucker was going to 
operate from Newfoundland over the causeway across 
Canada to Vancouver, going through all the 

ten provinces of Canada, would you please tell me 
now, in the light of you saying it is in the 

public interest to have consistency, what are the 
mathematical permutations and computations of the 
number of changes that could take place in that 
board?" 

I was wondering if Mr. Montague had had a chance 


over the weekend to do his sums. 


MR. MONTAGUE: I told you the limitations that 
I had imposed on me because I did not know the exact 
number on the board, but presuming there were ten five- 
man boards and you chose a ten-man board to be selected 
from these ten five-men boards, I worked out there would 


be some 11 million permutations of that ten-man board. 
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2 Q. Now, just at the conelusion the question 
3; I had put to you, Mr. Magee, was -- we were dealing with 
4 the movement of grain and grain products to export 


positions by trucks: 


"Q. You could answer this; would the trucking firms 
; be prepared to haul long haul traffic when it woul 
: be more economical for them, in view of their 
8 distribution of equipment, to haul mort haul 
9 traffic, and that is an obligation that is quite 
10 often put on the railways, as you know." 
aT Then the Chairman said: 
0 "We will have eS Anaties to that question on 
: Monday morning." 
What is the answer to that question, Mr. Magee? 
MR. MAGEE: Well, Mr. Sinclair, I think the 
15 


answer is similar to the answer I gave to another questio 
16/ that you asked me relating to this matter, I cannot 

_i/| speak for trucking firms that would be hauling this 
1g| ‘traffic.If there were provisions that applied to it in 
19 regard to subsidy, it might be possible for them to haul 


LG. This is a matter that the regulatory authority, 


20 

whatever authority it might be, is going to have to 
21 

determine whether your obligations will stay the same 
22 

and what obligations we would have to carry out. 
23 


Q. Would it be your position that if the 
24! trucks were to participate in this traffic that the obli- 
| gations would be imposed by the same regulatory tribunal 
26| @S imposed the obligations on the railways? 
27 MR. MAGEE: Well, we do not know that either, 


Mr. Sinclair -- possibly not. 
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Q. Well, for instance, what about intra move- 
ments of grain in Alberta that are not controlled in any 
way at the present time and there is no control over 
entry, no control over exit, no control over the rates 
at all and it became necessary, for instance, that some 
number 2 wheat had to move to Vancouver and all that 
equipment had to be shifted. 

MR. HUME: That would not be intra if it was 
going to Vancouver. 

Qe Just a minute, don't be so anxious -- 
and it was necessary, therefore, to move this down into 
Calgary and Edmonton so that it would move through there 
by rail. Now, would you have control over trucking -- 
the trucks to move that into the gathering system to the 
main rail points to Vancouver, who would have that 
authority? 


MR, MAGEE: I am not sure who would have the 


authority, Mr. Sinclair, but if there were obligations 


of the truckers carrying that out, whoever might set the 
Obligations obviously would not be hauling the traffic. 

Q. There would be no federal authority that 
can exercise that hurisdiction, is there? 

MR. MAGEE: Over purely intra -- well, that is 
a bit of a legal problem possibly. I was thinking of the 
Stoppage of the trucks that were hauling grain from the 
Creston area, from British Columbia to Vancouver, 


about the actual stoppage of the trucks and the fact that 


‘the Canadian Wheat Board told those truckers that 


they could not haul wheat and did that because the trucks 


had to dip down into the United States for a 60 or 70 
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mile jaunt over American highways. The Wheat Board saild 
that this constituted an export movement and they refuse 
to issue any further permits for the movement until some 
action was taken. 

Q. But they did say if they moved through 
British Columbia -- this was the traffic from the 
U. G. G. elevator at Creston to Vancouver and feed grains 
that you are talking about? 

MR. MAGEE: Yes. 

Q. And the truckers did move that traffic 
to Vancouver as long as they kept on Canadian highways 
so the Wheat Board would not be involved in questions of 
export traffic moving out of the Creston elevator and the 
fact it would be on the quotas, is that not the story? 

MR. MAGEE: Yes. 

Qe But that is not controlling movements 
intra-provincially, that is controlling movement extra- 
provincially. 

MR. MAGEE: Yes’. 

Q. Now, we will go back to how would the 
federal government be able to control the intra truck 
movement that I gave you in Alberta? 

MR. MAGEE: I suppose it would be like the 
experience of the truckers involved in the feed grain 
subsidy, this federal subsidy. They are intra-provincia 
truckers but if they do not comply with whatever it gives 
there that is set out in the order in council, the shippers 
cannot claim for the subsidy for having moved that produc 
by truck. 


Q. I recognize you take that answer on advice 
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TORONTO, ONTARIO (Sinclair ) 
1 
| 2 of counsel. 
3 MR. MAGEE: He gave the general advice but th 
feed subsidy came to mind. 
' Q. Well, all the shipper does is take his 
: receipt for the movement of the grain, the feed grain, 
6 


and the shipper collects the subsidy on that movement 

| himself. There is no requirement as to how it moves 

8 at all or at what rate it moves, it moves on the normal 
9 rate and the shipper or receiver, one person who pays th 


freight gets a direct payment. That is different from 


| the situation that would exist here so there is no 
: parallel in the system at ali. 
a IR. MAGEE: Why is it different? 
Q. As I understand it in this case, we 
14 


were talking about whether the rate paid by the farmer 
15] was going to remain the same and the difference between 
16] that and a just and reasonable rate would be covered by 
at, assistance, 


MR. MAGEE: Yes, to the farmer. 


18 
| Q. Directly to the farmer. In other words, 
19 
your view is that the farmer would pay one rate to the 
_ transportation agency and the balance of that individual 
21 


rate he would collect from the regulatory tribunal, the 
22; farmer would, would he? 
23 MR. HUME: I do not think we have suggested that 


24 in our brief. 


7 
Br 4 MR. SINCLAIR: Q. Well, how would it be 
: 
; different? 

26 

MR.MONTAGUE: Our suggestion has been that the 
27 . 
Wheat Board or its agents from the milling companies 
28 
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2 concerned are the people who would be doing the Shipping. 
3 As I understand, shipments by individual farmers are 
a relatively rare in western Canada today. 


Q. Well, let me give you the movement of 


5) 

flax or rye in Alberta to Calgary for further movement 
6 

to Vancouver by rail as brought in by a farmer and put 
| 

into one of the grain handling organizations! elevators 
8 


and stored there and it remains under the shippers! quot 

9 How woula they handle it? What is the Wheat Board 

10 going to do with it? 

11 MR. MONTAGUE: If the elevator company buys 

12 from him then it is their business. It is my understand- 


ing there are relatively few shipments by the farmer 


, himself in which the farmer himself actually obtained the 
. total but in this case the grain being actually here, 

= his agent would be the recipient of the subsidy. 

16 Q. They would collect on behalf of the 


_i/| farmer and pay that to the trucking organization, is that 


1g it? 
; 19 MR. MONTAGUE: Well, the trucking organization 
20 would receive whatever rate it paid for the movement 
if they said they would carry it for so and so cents, 
q they would receive it. 
7 Q. But the farmer only pays the rate as set 
23 


out in the Railway Act and it is the difference between 

24) that rate and the rate that moved the traffic that would 
| be subsidized? 

26 MR. MONTAGUE: That is what we are proposing. 
7 Q. And it would be paid by the shipper or 


his agent receiving the money and it would be received 
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on behalf of the carrier and paid by the shipper to the 
carrier, is that your position? 

MR. MONTAGUE: That is our position. 

Q. And if the shipper, the Wheat Board on 
wheat or anything under their control decided that No. 2 
Wheat had to move, they would make that a condition that 
no subsidy would be paid unless all trucks answered the 
cai) of the Wheat Board for making equipment availabte, 
Is that your proposition? 

MR. MONTAGUE: Our proposition is, surely thi 
is up to the Wheat Board or the shipper concerned; if he 
chooses to put this condition on the movement he will 
put it on. 

Q. If he puts that on how can he enforce ty 
that is my question? 

MR. MONTAGUE: I would think he would enforce 
it simply by not giving the trucks the traffic. 

Q. None of the trucks? 

MR. MONT AGUE: That is up to the shipper. 

Q. So the conditiion would be stringent, 
any one trucker not complying, all truckers would lose. 

MR. MAGEE: I do not want to leave the idea 
that we are complying with the conditions of the railway 
-- I may have misunderstood you there but I did not say 
at any time that the trucking industry would be in a 
position to comply with ene obligations that exist at 
the present time in respect to railway movement of this 
eraffic. 

Q. Quite frankly it would be impossible for 


them to comply with those obligations. For instance, 
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Z the obligation of leaving. their equipment at the termina 


3 elevator until such time as the terminal elevator can 


4 unload it. That is one example. Another example is 

; that they will make available at the spout cars and they 
will run through because the grade does not fit the 

6 vehicle, they would have to keep equipment around all the 

tl 


time and sometimes their trailers would be kept around 
8 for 93 days. That would be impossible for a trucking 


9| company, would it not? 


: 10 MR. MAGEE : Yes, that would be quite imprac- 
qi| tical. 
b . Q. So in point of fact the trucking industry 
ie just could not live with the obligations that are now 

imposed on the railways for the movement of this western 

- grain traffic. It is a practical impossibility because 
15 it does not fit in with their industry. 
16 MR. MAGEE: That is certainly true under the 


7] obligations. 
18 Q. Now, Mr. Montague said he had made a special 
B19 Study of the situation in the United States; is the 


majority of the grain shipped under a federal marketing 


¥ agency in the United States? 

4 MR. MONTAGUE: I could not get you the per- 
22 centages but the C. C. C. has a very high percentage of 
23 the grain moved. 

24 Q@. Is the percentage of that as high as the 


2] percentage moved by the Wheat Board in Canada? 


6 MR. MONTAGUE: No, it would not be. 
| 7 Q. Nowhere near it? 
| 28 MR. MONTAGUE: If you want me to check the 


figures, I will, but it is certainly not as large a 
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proportion as our Wheat Board. 

Q. And in the United States, is grain free 
a’ demurrage charges at the export points? 

MR. MONTAGUE: I cannot answer that. 

Q. Would you check on that so the Commission 
will know that it is subject to demurrage in the 
United States and not in Canada. 

THE CHAIRMAN: I think we have heard that 
before. 


MR. HUME: If you say so, we will agree with 


that because your information is no doubt correct. 


MR. SINCLAIR: I do not want to give 
evidence -- The Commission has indicated they know the 
facts. 

THE CHAIRMAN: We know. 

MR. SINCLAIR: Q. In the United States are 
railroads distributing cars as required by a federal 
agency in relation to the grain quotas in various 
sections of the country? 

MR. MONTAGUE ; I cannot answer that. 

Q. In your study of the grain moverent in 
the United States you did not go into that? 

MR. MONTAGUE: I was instructed to study the 
movement of truck traffic. 

oe I am sure the Commission has sources for 
that information if they desire it. In the United 
States are transportation agencies required to make 
available the equipment to move grain and to interchange 
equipment to move grain at the direction of any regul- 


atory authority? 
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2 MR. MONTAGUE: There is no such obligation 
3 upon the truck movement of grain. 


Q. In the United States is there any provisiagn 


: which requires a transportation company under a regul 
; atory authority to turn over all facilities within its 

Z power for the carriage of grain? 

7 MR. MONTAGUE: Again, there is no such oblig 


8 ation upon the truck movement of grain in the United 


9 States. 

10 Q. The Commission will recognize in both 

a those points that those are two of the obligations on 
the railway companies in this country. You knew that? 

‘7 MR. MONTAGUE: I realize that. 

a Q. Now, Mr. Magee, perhaps we could take a 

14 


look at some other points here. I think your evidence 
15 before this Commission has dealt with this in some 

16 other parts, but just to put it together, it was your 
oy evidence, I think, I am not certain that it went this 

18 a but I will put in all the provinces, that inter- 


provincial truck rates are completely devoid of regul- 


19 

ation in Ontario, Alberta, New Brunswick and Prince 
20 

Edward Island, is that correct? 
21 


MR. MAGEE: Yes, I believe in New Brunswick 

2 the rates have to be filed but there is no enforcement 

23 @ rate regulation there. 

24 Q. And in Manitoba, Saskatchewan, Nova 

25 Scotia, British Columbia and Quebec there is some contro 


over rates? 


26 
MR. MAGEE: Yes. I used the four provinces 
27 
exclusive of Nova Scotia -- there may be also some -- 
28 
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Q. Well, they file rates in Nova Scotia, 
d they not? 

MR. MAGEE: Yes. 

Q. But the effect of control in each of these 
provinces depends upon the effectiveness of the policing, 
that is right? 

MR. MAGEE: Yes, that is right. 
Q. And there is a great variety of policing, 


for instance, I take it that in Quebec policing is 


fairly strong. In other words, truckers and shippers 


have been fined and action taken against them for non- 
compliance with rates? 
| MR. MAGEE: Yes. 
Q. They make deals below the prescribed 
rates? 


MR. MAGEE: I understand so. 


(Page 11499 follows) 
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Q. And a similar Situation, at least 
on one occasion, ms occurred in British Columbia. 

MR. MAGEE: Yes. 

Q. But in Manitoba or Saskatehewan where 
there are precribed rates, do you know of any cases 
where truckers or shippers have been involved in proceed- 
ings regarding breach of prescribed rate provisions of 
the statute or regulations in those provinces? 

MR. MAGEE: I haven't heard of any 
recent instances of that, Mr. Sinclair. 

Q. Have you heard of any that were not 
recent? 

MR. MAGEE: Well, I can't recall off- 
hand. I would have to go back a little while. 

Q. Well, for example, Mr. Magee, you, 
of course, knew that out in Manitoba there is a pre- 
Scribed rate, for example, on the movement of cream 
into creameries. 

MR. MAGEE: Yes. 

Q. And it was a usual thing for the 
trucker to put a quarter in the bottom of the cream 
can to keep the farmer happy. 

MR. MAGEE: Yes. I think you made that 


Statement at the Turgeon Commission eleven years ago, 


| 2nd it just came back to me. 


THE CHAIRMAN: Was that a matter of 


8 
| €vidence then, Mr. Sinclair? 


MR. SINCLAIR: No, it wasn't a matter 


| Of evidence, Mr. Chairman. It was a matter that was 
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well known to the farming community in western Canada, 
and well known to the board out there, and there was 
substantial evidence before the board out there and 
no action was taken by the Regulatory Commission, and, 
as far as I know, no action has been taken by the 
Regulatory Commission to enforce these rates by fines, 
and if Mr. Magee had any examples I am sure he would 
have brought them to our attention. 

Q. Now, Mr. Magee -- 

THE CHAIRMAN: There was no information 
laid by the railways at all? 

MR. SINCLAIR: I don't know how the 
railways coul¢c lay an information. 

THE CHAIRMAN: If there was a breach 
of the statute.. 

MR. SINCLAIR: Yes, but what are we 
going to do to get the proof of the documents? 

MR. HUME: Canadian Pacific could lay 
a charge and the Crown could take action. 

MR. SINCLAIR: Now, with your background, 
Mr. Chairman, you know what flows when a person files 
an information, and there are some difficulties of 
establishing proof, and Canadian Pacific is just a 
little gun-shy when it hasn't got proof, because they 
recognize they are not judges of proof. 

Q. Now, Mr. Magee, competitive rate 
pricing and agreed charge pricing of the railways 
has presented a major problem to the trucking industry 


in Canada. 
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ANGUS, STONEHOUSE a co..to. Magee, Montague, cr-ex 11501 
TORONTO, ONTARIO ( Sinclair) 
MR. MAGEE: Yes, it is a problem, Mr. Sinclair 
Q. You always like to take the degree out 

of it. You wouldn't say it was a major problem of the 
trucking industry. If it isn't, I would be glad to 
hear it, and the Commission, too, 

MR. MAGEE: It is a serious problem. 

Q. And the amendments yau propose to the 
Railway Act and to the Transport Act in respect of compe-|. 
titive rates and agreed charges is meant to deal with 
this serious problem to the trucking industry that you 
present. 

MR. MAGEE: Yes, they are meant to safeguard 
preservation of competition, Mr. Sinclair. 

Q. Now, we will just take a look at that. 
That is the only reason they are there, to safeguard 
the competition. 

MR. MAGEE: Yes. We are not asking for restric- 
tion on your ability to make competitive rates. 

Q. The only reason that you have proposed 
these amendments is to safeguard the competition, for 
no other reason, 

MR. MAGEE: Yes, and - well, to add to it - 
it is really part of the same reason - to prevent monopol 
istic rate practices from developing. 

Q. Now, under the amendments you propose 
to the Railway Act and to the Transport Act on competi- 
tive rates and agreed charges, Mr. Magee, they would 
enable the trucking industry to complain about traffic 
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an agreed charge rate interprovincially as well as 
extraprovincially, would they not. 

MR. MAGEE: Yes. 

Q. For example, take Ontario or 
Alberta as an example. If your proposed amendments 
went in and all your legislative amendments went in, 

a trucker operatihg purely intraprovincially in those 
provinces could charge what he would, whether the 

rate ws a cut rate, was a non-compensatory 

rate and was meant to force the shipper to build or 

make his facilities available only to highway vehicles, 
that there was a deal or a scheme to get him to take 

2G orf rail, ‘so he enters into a scheme of rate-cutting, 
which is away below the trucker's costs. 

MR, MAGEE: The trucker -- 

Q. Yes. 

MR. MAGEE: He is not going to be 
able to maintain his rates below costs for long; he 
is going to be out of business, before éven the 
regulatory board gets around to it. 

Q. He is going to put it in for a 
year, and there is no Pree newer om upon him to 
fix rates that are compensatory or profitable or 
anything else. Tell me, who does the railway complain 
to about this situation? 

MR. MAGEE: Well, in regard to purely 
intraprovincial regulation, we have expressed the 
hope, Mr. Sinclair - it may seem a fond hope - that 


if we can get the federal regulatory picture 
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revised and improved, then that will set a standard 
which the provinces will follow. 

Q. Yes, but as of now and in the 
light of any proposals, legislation before either 
Ontario or Alberta - as of now, if your legislation 
was in effect and the situation existed in these 
provinces as it does today, who would the railways 
complain to? 

MR. MAGEE: Well, in Ontario there 
is no one they could complain to. 

Q. And in Alberta? 

MR. MAGEE: No one in Alberta. But 
if the trucker turned around and complained about 
the comparable railway competitive rates, then that 
situation which you are referring to would be looked 
at by the board of Transport Commissioners, presumably 
under the part of Section 334 which says that thee 
railway rates must not be lower than necessary to 
meet competition. So the trucker, even if he was 
intraprovincial, it wouldn't be a one-way street. 

Q. I am surprised at you bringing 
that up, because it also provides in that section 
that the rail rate must be compensatory. 

MR. MAGEE: I know that. 

Q. And I have set you up in the 
Situation where a trucker puts in a rate which 
was away below his costs and wouldn't be compensatory 
to the railway and there is nothing that the railway 


can do but let the traffic go and let the trucker 
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2/ establish a monopoly position with that shipper, 
3 MR. MAGEE: Well, that is something 
4) that I may live to see, Mr, Sinclair, but I haven't 


5 seen it yet. 


t} 


P 
6 Q. You haven't seen it yet? 
7 MR. MAGEE: No. 
8 Q. Have youever talked to any 


9 traffic officers of the railways concerning rate- 

10 cutting by the truckers? 

il MR. MAGEE: I have heard from them 

12 occasionally the the trucks cut rates. One traffic 
13 officer ‘told me that if the trucker cuts rates, 

14 "we will keep on cutting, and you know who is going 
IS} to survive". 

16 Q. But there is a law which prevents 


WV the railways going below what is compensatory. 


18 MR. MAGEE: That is what he told me. 

“ Q. They can go to what is compensatory, 
20 and then they must stop by law. 

a1 MR. MAGEE: Well, you would complain 

22 


in that case. The trucking industry has already once, 
23 Since Section 334 was put in the Act, made a complaint, 
24 the first time in 1957, I think it was, and we were 


found to be not a party interested under the Railway Act 


26 without the right of complaint, and it is true that 
“i on that occasion the board, on its own motion, made 
28 an investigation. 

29 


Q. And they found that your complaint 


0 
| about the rates was not justified. 
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MR. MAGEE: That was the decision of the Board. 

A, And the Board has an obligation to main- 
tain rates which are reasonable, and they have shown on 
numerous occasions that they will act on their own 
motion. 

MR. MAGEE: Yes. But it comes back, Mr. 
Sinclair, to the point made the other day, that the 
Board normally acts on a complaint. I am referring, 


for example, to a statement that was made in that 


matter before the Standing Committee on Railways, 


Canals and Telegraph Lines on Tuesday, April 14, 1959, 
by Mr. Knowles, one of the commissioners of the Board, 
where he says at page 40 of No. 1 of the Minutes 
of Proceedings and Evidence: 

"Ordinarily, the railways file these competi- 
tive rates, and unless somebody complains about them 
there is no investigation of them? 

Q. Do you know, Mr. Magee, that the 
provinces, some of the counsel who are sitting: here and some 
who are sitting elsewhere, in this room did complain 
about the level of competitive rates of the railways, 
and the same Commissioner Knowles was designated by 
Chief peahidgioner Kearney to make full investigation into 
the railway competitive rate practices and the control 
exercised over them and report back, and it was the 
decision of the Board that the practices being followed 
by the railways in regard to these rates were under 


proper control, and he found that the rates were being 
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ANGUS, STONEHOUSE & co.LTo. Magee, Montague, cr-ex 11506 
TORONTO, ONTARIO (Sine la ir ) 


properly handled and were compensatory. 

MR. MAGEE: I knew there was an investi- 
gation being conducted. I have not said that the 
board acts only on complaints, and the quotation that 
I have just read of Mr. Knowles said "Ordinarily". 

I was not trying to leave the impression that the 
board never acted on its own initiative. 

Q. Can you direct to the commission 
any inquiry in Manitoba or Saskatchewan, any similar 
action on rates, as to the level of compensatory 
rates, any similar action being taken in Manitoba, 
Saskatchewan, as to the level of trucking rates? 

MR, MAGEE: Could we do it or could 
the railways do it? 
| | Q. Could you draw to this commission 
any inquiry being made on its own motion by the regulatory 
commission into the level of trucking rates in 
Manitoba or Saskatchewan. 

MR. MAGEE: I don't know of any investigation 
made of trucking rates. I know there have been 
proceedings when the truckers wanted to raise their 
rates. 

Q. Mr. Magee, you say that - I am 
going to use your language -- 

MR. HUME: What page, please? 

MR. SINCLAIR: I haven't got the 
page, Mr. Hume, Iam sorry. This will be quite clear 
to the witness, I think. 


Q. I am quoting your language, in 
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regard to competitive rates, that the truckers would 

be enabled to apply to the board for disallowance of 
the trucking rate if the trucker considered that the 
competitive rate had subjected him to an undue or 
unreasonable prejudice or disadvantage. .It is 
section 7, paragraph 19 of your submission. It is 
your amendment proposed to this commission: and the 
language "that a competitive rate has subjected him 
to an undue or unreasonable prejudice or disadvantage". 
Would you assist the Th ee defining what you 
have in mind as an "undue or Yaedaeieine prejudice 
or disadvantage"? E 

MR. MAGEE: It would appear to be a case 
of the railways perhaps going below cost to deliberately 
put the truckers out of business. 

Q. That is the only kind of thing 
you have in mind? 

MR. MAGEE: There may be other situations. 

Q. You see, in regard to that, if the 
railways went below cost, the board is now charged 
by the statute of seeing that does not occur. 

MR. MAGEE: Yes. 

Q. So why should the trucker decide 
to bring upon himself the statutory obligations of the 
Board of Transport Commissioners? 

MR. MAGEE: Well, he is a person affected 
even though he is affected as a competitor; and going 


back again toMr.. Knowles! statement, which I understand 
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accurately reflects the procedures of the Board, it 
could be that if the truckers did not object the railways 
might have a rate in effect which is not in conformity 
with the law, and I don't think that the railways would 
want to do that. 

Q. The railways have told the PEE ES 
that if that is brought to their attention by anyone 
they will take action to put it on a proper basis. They 
are not perfect, but they say if there is one, bring 
it to our attention. This is evidence that has been 
given in other proceedings and reiterated in these 
proceedings to this commission. What more is required? 
Why should the trucker be the guardian of the Board 
carrying out its statutory duty or the railways carrying 
out their statutory duty? 

MR. HUME: With respect, Mr. Chairman, 
that isn't what the amendment requires or says, and 
I don't think this is a fair question to put. All the 
section does is give the truckers a right as a party 
to be heard, and it does not put any obligation on the 
trucker to police or take any action. It is merely to 
give the trucking associations a right to be a party 
to appear before the Board, which they do not now have. 

MR. SINCLAIR: I don't know how my 
friend is so acute on this legislation. I1t says: 

"Tf a motor vehicle operator considers 
that a competitive rate has subjected him to an undue y 
or unreasonable prejudice or disadvantage, an association 


of motor vehicle operators on his behalf may apply to the 
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Board for an order disallowing the rates, and the 
application shall, on the request of any party to 
the application, be heard and determined in open 
court." 

Now, that is quite different to what my 
friend is talking about at the moment. 

COMMISSIONER ANSCOMB: What section is that? 

MR. SINCLAIR: It is their amendment, at 
volume 59 at page 10660, 

MR. HUME: That is now in the Act. 

MR. SINCLAIR: That is not now in the Act. 

MR. HUME: I am sorry, I am reading the 
wrong place, 

THE CHAIRMAN: He wants to get it in the 
Act. 

MR. SINCLAIR: Oh, yes, and I now put the 
question to the witness which was objected to my friend, 
and in the light of that ask the commission whether 
he should or should not answer. 

MR. MAGEE: I am willing to answer it. 

THE CHAIRMAN: The answer can be given . 

MR. MAGEE: Why should the trucker have the 
right to do that? 

Q. No, why should the trucker be the 
guardian of the Board of Transport Commissioners 
carrying out their statutory duty in respect of 
competitive rates? 

MR. MAGEE: I don't think we conceive our- 


Selves as being the guardian of these matters, Mr. 
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Sinclair; and the fact remains that by some rate 

practices of the railways -- and it has the power to 

do it, and I have given a graphic description of how 

it was put to me regards to rates. 

Q. Suppose something happens that puts 
a ex Operator out of business or very seriously 
damages his business, and what is done by the railways 
is not in conformity with the provisions of Section 
334 of the Railway Act, then in those circumstances, 
not only has the railway been in breach of its 
statutory obligation but also the Board of Transport 
Commissioners. 

MR. MAGEE: But sometimes the Board does 
not get a chance to look at the statutory obligations 
unless a complaint is made. 

Q. But it is only in the hypothetical case 
that the railways and the Board would be in breach of 
their statutory duty that you think you should come 
along; is that right? 

MR. MAGEE: Yes. I don't see that any 
complaint by a truck operator or an association would 
have any chance whatever of succeeding, unless the 
Statute was being breached. I want to say this, Mr. 
Sinclair, that just because a truck operator comes 
to Canadian Trucking Associations and says that some- 
thing unfair is being done by the railways in respect 
of rates, that does not mean that we should roll with 
the punches and say: "Now, that is fine; we will 


take that up and make a big fight of it and take it 


"wort ‘to noteqttited 2 er s marta eved t bos 
7 abeagen on oF oq 

atuq tet aniogga aatricomoe, ‘seoggne a 
Ylevoties ytev s0 ages Ae a: are 
eyewiisy edd yd enob at tedw ‘bas <eaonte gs! ioe 
. KOLISeS TO aio. Lalvong,. ent ride ‘ttmrotnes aks 

.2 9onsttants: iSite ssond mt porta toa vewLiel only 


esi to Honsxd at seed yowlrey ont earl vino 8 
trogensrT to brsed oxi oats tud mottsgiide yz 


_ verenotatt 


Boob brsok sos sestitemos ree SaEDAM hx 
anolt: apifdo wiosutads ont 2a woot oe eonste 8 $03 os 
eben at tatatgmoo 8 at 


388 Leoisedsoaqui ont mt Yiho el Ft det q ™ 


emoo Hlytta voy rebels voy vant youb yrotud ave Saal 


| to dosetd al of Bluow br sod odd brs syawliey ont ¢ 
| Friggin, tans > bra * 


ye gedt ese zs! ino L ,seY +TDAM FM 

bivew nottsioogrs as so rotewege aoudd 6 yd: sia 

eit eseaelas .anthssoous to tevedstw somerts yas eve | 

| iv wetatt ‘yee od dmew I _borlocend. gated enw sousage | 

eemoo totsveqo wound s Sausped Jaut tert eubels 4 

aoe pacts ayse bus anole stoosel gcisourT astbenad ¢ 

Foeqaen rik evyowLisa edd yd onob gited ef tistau 2 7 ) 

dtiw Lfot bivode ow Fsdd aoom ton e00b vent eet . 
iftw ow sent? af dadt .well” cyan bas sede u 


#1 sled bas $220 digit gtd 6 even bas qu 
ae) ie 


ANGUS, STONEHOUSE & CO. LTD. Magee, 
TORONTO, ONTARIO 


Montague, cr-~ex 41517 
(Sinclair) 


to the Board of Transport Commissioners and see what 


3| we can do eboug it. 


(Page 11514 follows ) 
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Q. And the same trucker that would be coming 
here would be free to put in backhaul rates on a single 
trip basis and intraprovincial movements and would be 
able to take all the advantages including that advance 
that you so graphically described, Mr. Hume, and I think 
that is one advantage this Commission is interested Les 
and that is set out in section 9, page 2, your paragrap 
6, and you will require that that intimate relationship 
is one that is open to the truckers but not generally 
open to other transport agencies? 

MR. MAGEE: ‘That is paragraph aoe 

Q. Page 9.2, your paragraph 6: 

"These companies enjoy certain very real benefits 
from specialization and intimate relationship 
with the customers in their localities;...." 

MR. MAGEE: Yes. 

Q. And so that there is that intimte 
relationship that is extremely hard to control? 

MR. MAGEE: | Yes. All transportation agencie 
try to build those relationships. 

Q. Well, I assure you, Mr. Magee, as you 
point out, that it takes a trucker to get into that 
relationship, because you are referring to it as a very 
real benefit and advantage. 

MR. MAGEE: YOes 

Q. And that is so? 

MR. MAGEE: Yes. 

Q. Have you got any specific instances 
where there have been non-compensatory rates put into 


effect by the railway which were not caught by the 
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railways, themselves, or the Board of Transport Commiss- 
ioners -- any specific ones that you can bring to the 
attention of the Commission? 

MR. MAGEE: The only one we had views about, 
as an association, was on the western Canadian incentive 
rate case and, as has been pointed out, the Board did 
not: agree with our views there. 

Q. They found them to be compensatory? 

MR. MAGEE: That.) Ds right, The railways, 
according to the Board, were conforming with the require- 
ments of the law. 

| THE CHAIRMAN: Mr, Magee, in this proposed 
amendment you restrict the right of application to an 
association of motor vehicle operators? 

MR. MAGEE: yes. 

THE CHAIRMAN: That is, it is not open to the 
individual trucker, Why do you so request? 

MR. MAGEE: The reason we do that is that we 
anticipated an argument that we have heard before in 
regard to this proposed type of amendment, and that is 
the “avalanche of appeals" argument, that if the act is 
amended in this way we are going to have hundreds of 
truckers lined up outside the Board of Transport Commiss- 
loners in Ottawa waiting to male their appeal. We 
don't think that is correct. That is not the way it has 
worked in regard to section 334 to date. However, that 
is the only reason we put that in there, and a trucker 
could go and form, with other truckers, an association 
outside of our own group. Supposing the trucker came 


to us and said he wanted to make an appeal, and we studie 
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the matter carefully, which we would certainly do, and 


our board of directors came to the conclusion there was 
not a sound case for an appeal, the trucker would be able, 
if he disagreed with that, to go and form an association 
and make the appeal. 
THE CHAIRMAN: But that is the purpose of thatl? 
MR. MAGEE; Yes; oe is the only purpose of ilt, 
MR. SINCLAIR: Q. And which can be very 


easily superseded in the way you have indicated to the 


Chairman? 

MR. MAGEE: It can be, but in normal practice 
it is not. 

Q. Well, they haven't made these appeals, 
So you don't know what the normal practice is? 

MR. MAGEE: No, but they could have tried 
Starting in 1951.,. Nobody tried in the trucking industr 
until 1957, and, again, they are referring to the right 
of appeal that now exists in the Transport Act in regard 
Potaereda charges, and it has been there since LgD97 
and that is the appeal to the governor in council. Ai 
certainly don't think anybody can use the "avalanche of 
appeals" argument based on the way the trucking industry 
has treated that matter, 

Q. I would suggest that merely indicates how 
Closely the competitive rates and agreed charges are 
watched by the regulatory authorities and by the railways. 

MR. MAGEE: That may be so, but. something can 
happen, and the two railways are very powerful companies 
and can do things in regard to rates and all we suggest 


is that there be the safeguard there in case it happen 
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Q. Well, what you are trying to do I will 
argue at a later date. I want to make one point clear: 
Mr. Chairman of this Commission brought up the question 
of a Mr. Brown, and you and I had a little cnat about 
which Mr. Brown we were talking about, and Mr. Chairman 
said that was the Mr. Brown who introduced the bill. 

MR. MAGEE: Yes. 

Q. That Mr. Brown is a member of the British 
Columbia Reuckers Association? 

MR. MAGEE: Quite right; I said that the other 
day. 

Q. And he has also a substantial interest in 
trucking? 

MR, MAGEE: Yes. 

Q. Financial interest? 

MR. MAGEE: Well, I understand he has had to 
relinquish the directorship of the company recently, 
or some time ago, because he is a member of parliament. 
I haven't the faintest idea what his relationship is to 
the company. 

Q. But he is still a member of the British 
Columbia Association? 

MR. MAGEE: His company is. 

Q. And still the manager of the British 
Columbia fleet operators association -- or, has he 
resigned that too? 

MR. MAGEE: He may well be; I don't know. 

Q. You would not expect him to introduce 
legislation that was anti-truck, would you? 


MR. MAGEE: No, but I can tell you one thing 
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about him; his company was not a member of the British 
Columbia Association when this amendment was proposed, 

and had not been for a very long time as a result of a 

serious difference of opinion that had arisen. 

Q. But he is there now? 

MR. MAGEE: More recently he has rejoined the 
British Columbia Association -- his company. 

MR. SINCLAIR: Mr. Chairman, the Commission 
have noted that the truckers have, in their submissions, 
made certain quotes on agreed charges from the Turgeon 
report. All I say is, that a number of these are 
extracts, necessarily, and I am sure my friends would 
agree they have to be read in context, and there are 
other extracts from that report that assist in the 
proper understanding of these extracts, and I am sure I 
don't have to take the time of the Commission to fill 
out those quotations. 

MR. HUME: I will agree that all extracts, 
including those presented by my learned friend over the 
days, have to be taken in context. 

MR. SINCLAIR: I haven't presented any,: excep 
Mr. Churchill's, and I will be glad to take Mr. Chur- 
chill'ts remarks in their full context at any time. 

Q. Under the Transport Act -- and I am on 
agreed charges specifically. 

MR. MAGEE: Yes. 

Q. Under the Transport Act and under your 
amendment, the railways would receive a maximum of 50 
percent of a shipper's traffic while, as we discussed 


Friday, under your proposed federal legislation the 
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truckers, by pooling, could get one hundred per cent? 

MR. MAGEE: I said that in regard to the 
position in our proposed act that we are taking a look 
at that, and I think I could agree with you if you said 
what we are proposing in regard to the railway agreed 
charges is that the railway not be able to tie up more 
than 50 per cent in the contract. They might receive 
90 per cen} of the traffic. 

Q. But the truckers could, under your 
legislation, which you are taking a look at, tie up 100 
per cent, but you are taking a look at that. What about 
the shipping line that is allowed to become a party to 
the agreed charge under the Transport Act? ir you 
amended your proposed legislation, your truckers could 
only get 50 per cent and the railways could only get 
50 per cent; what about the shipping line? Would it 
take part of the railways! 50 per cent under the Trans- 
port Act? It would umer the law, wouldn't it.--- 


that is under the law as it is set up now? 


MR. MAGEE: A steamship line? 

Q. Yes; C. S. L., for example. 

MR. HUME: I am sorry, I was reading the 
Transport Act; could you give us that again? 

Q. I am asking him, that the steamship 
company, like C. S. L., can become a party to the 
agreed charge, and under your proposal the 50 per cent 
that was to be the limit for the railways would also 
include the shipping line which became a party to the 
railway's agreed charge? 


MR. HUME: Yes, the intention, as I read the 
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amendment proposed by this association, is that no ecarri 
under any circumstances should be permitted to tie up 

by contract more than 50 per cent, and I would think tha 
would inciude all parties, including the Shipping line. 

MR. SINCLAIR: So, therefore, if there were 
two railways involved and one shipping line, then the 
maximum would be one-third of fifty; correct? 

MR. HUME: That would follow, yes. If they 
were all parties and carrying the freight, yes, that 
would follow. 

MR. SINCLAIR: Q. And if the truckers were 
to be allowed to have agreed charges under federal 
legislation, I presume the airlines should also be taken 
into account, and that there should be a limitation on 
them also; correct? 

MR. MAGEE: Well, we haven't specifically 
thought of the airlines, Mr. Sinclair. Maybe we haven! 
thought ahead as alertly as we should have, because 
certainly the airlines are becoming more important as 
cargo carriers. 

Q. What you are really suggesting is that by 
putting these limitations on, it would be impossible for 
the shipper with a large segment of his traffic to 
bargain with the carrier to get a lower rate? That is 
what you are trying to prevent, really, for the protec- 
tion of the trucker? 

MR. MAGEE: You can still bargain with the 
Shipper -- the shipper can still bargain with the 
railway. ; 


Q. But only up to 50 per cent? 


| “Gente ot bettie wt tie onto 
acid sinttt BLuow I bas senso 8 al | 
even otadd IL ,stotetodd ,o2  : ALAIOMTE AM» dé 
edd wed? enti sakqaqtide eno bets bevLoval eyswl tas ’ 
Sgoarts :esFit2 to Sahdd-oeno od bLuow 1 
vend XI iaey ~woffot bivow saat. + GMUH iM. vee bi 
david .2oy .ddytert ont gatyrsso bas eetiteg ee 
, «woLfot B. | 
otew aredoutt edd Tt baA & : HEATOMTE mM. ant 
{axebst ‘reba eegisio bee gs svad ot bewoste oat : 
mewet ed oats Plvosin gomtinie oad ommeonq IT to ttsle laos 4 
| mo noltevimil « sd bluoda exedd daa bas edAH9 998, odat 


, sap oals oa 
. Utleohitoogs t reve ow ,£L SW AEEDAM. « nis te 


'neved ow edysMm .atsloilta .sM ,eemtints ort to drlguods 
sasmoed , over Ofvora SW Be yltneis as Desls sutgnodd 

ce tuatiogmr strom nerimeged om nemtizts odd vintadzeo 
,erekyiso opted. 7 


Pha 


wa tend et gatseegagua yiteot sis soy dshW = .P Hs 


is sidtaszogmt od bivow 3b .no Baotiadiotl£ eeedt satdtoq ; 

ot oltisud afd to tnompea ogusl & ddtw seaqide ont ( 

et dad? Sedat towel s Jeg at tettimo edd Adin akssisd , 
~oetorq edd 10% .yliser .drovety of gntyad o%8 OY, tace 

Trodount ad to ae 

odd oatiw atayted Litse aso voX :G2DAM , AM 


fdaeo seq O€ os qu Ylno ww . 


ANGUS, STONEHOUSE & CO. LTD. Magee, Montague » Cr—-ex, 11521 


TORONTO. ONTARIO (Sinclair) 

1 

2 MR. MAGEE: Yes, 

3 Q. Which he may have to Split three ways -- 

5 which the railway may have to Split three ways -- the 
other railway and to the shipping line? 

, COMMISSIONER MANN: Mr. Sinclair, under the 

6 


provisions of section 32 (2) of the Transport Act the 
7 railway now may have to split it one hundred per cent 


8 three ways or two ways. 


9 MR. SINCLAIR: That is right. 

10 COMMISSIONER MANN: So, that is nothing new. 

1 MR. SINCLAIR: No, but it is when you limit 

e the percentage: There is a difference between splittin 
one hundred per cent and fifty per cent. 

: COMMISSIONER MANN: It is a matter of degree, 

‘y not principle? 

15 MR. SINCLAIR: That is right, but what I am 


16 Saying to the witness, Mr. Commissioner Mann, is that 
17 what he is really getting this down to is, he has taken 
away the bargaining power of the shipper offering to 


18 
19 a carrier a large portion of traffic -- a large percentage 
of the total traffic, at a lower rate. 
20 
Q. anes 1s so, isn't if? 
21 


MR. MAGEE: Not in regard to most of the 

ue agreed charges, I don't think. 

23 | Q. Well, let me give you this example ---- 
24 MR. MAGEE: I know there are examples. 

5 I certainly will agree that there are examples. 


Q. Let us just take a look at how the 


26 

27 public interest would be served with your amendments in 
the light of the situation that exists on the agreed 

28 

29 
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2 charges for automobiles between eastern Canada and the 
3 west. You know under that agreed charge that there is 
4 one rate for one shipper becawe he undertakes to ship 


75 per cent of his traffic, and there is another agreed 


5 

: charge which is at a higher rate because those shippers, 
in that agreed charge, undertake and contract only to 

; ship 55 per cent? 

: MR. MAGEE: Yes, I know that. 

9 Q. Under your proposal the shipper that 


10/ wanted to enter into a contract to give the railways 


11) (> per cent to secure a lower rate would be unable to do 


12 so? 
MR. MAGEE: That is right. 
4 Q. And the one that got the rate for 55 per 
Z cent, he would be unable to enter into that agreed charge? 
> | MR. MAGEE: He would be limited to 50. 
6 Q. He would be unable to enter into the 


i/| agreed charge he has now? 
18 MR. HUME: No, he can enter into the contract, 
19) but he could not agree to ship more than 50 per cent. 


Q. The existing contract which provides a 


20 
1 given rate for 55 per cent could not be entered into, 
under your proposal? 
22 
MR. MAGEE: That’ is correct. 
23 


Q. And the effect of what you are trying to 
a4 do, is, notwithstanding that you are saying you accept 


25 the principles of agreed charges, you are trying to make 


6 them ineffective -- that is really what you are after? 
7 MR. MAGEE: We are trying to leave them there 
8 and preserve the competitive movement of the traffic. 
29 
30 
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Q. With the knowledge that they will be 

largely ineffective under the limitations that you propose? 
‘MR, MAGEE: I don't think they will be 
ineffective. 

Q. Largely ineffective, Mr. Magee? 

MR. MAGEE: No, I don't think they will be 
ineffective. 

Q. What will result, you will agree, is that 
most of the agreed charges now in existence would not be 
in existence at the rates they are now moving the traffil, 
because most of them, if not all of them, exceed 50 per 
cent? 

MR. MAGEE: They would be replaced, I think, 
in many instances by a lot of new agreed charges. 

Q. At a higher rate -- that would normally 
follow, based on the example I have given you of the 
different percentages on the automobiles, from east to 
west? 

MR. MAGEE: I don't know whether that would 
follow, or that it would necessarily follow. 

Q. You are not a rate man? I think you hav 
made that clear before? 

MR. MAGEE: ‘That is right, but --- 

Q. I think we can argue that point before th 
Commission with what we have in the evidence, and I won' 
take more time on it now. 

There were just one or two other points on 
this agreed charge that I wanted to ask you about. The 
limitation under the agreed charge that you put on the 
railways would apply to all traffic moving by railway, 
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extraprovincially and interprovincially, and the limit- 
ation that you proposed on the truckers would apply on 
extraprovincial movement and the component that is 
extraprovincial and on interprovincial movement; correct? 

MR. MAGEE: That is as much as we can deal 
with as a federal association. 

Q. That gives the truckers under the existin 
law a very large advantage in making agreed charges; 
correct? 

| MR. MAGEE: I think that if this found its 
way into federal legislation it would eventually find it 
way into provincial legislation. I think if we can 
get good aspects of federal legislation that the provincilal 
governments eventually will adopt that as a guide. 

Q. You think that the mores of the people of 
Alberta are going to be affected by the mores of the 
people of Ottawa;*is that what you are saying? 

MR. HUME: The people of Canada. | 

MR. SINCLAIR: My friend Mr. Hume is pretty 
anxious to be on the record; the people of Alberta are 
part of the people of Canada, although at some times I 
wonder. 

MR. MAGEE: My answer to your question would 
be, not always but we are hopeful, and the fact that 
C. T. A. is on record in this matter to some extent is 
going to affect the position of the provincial trucking 
associations. 

MR. SINCLAIR: Q.. Well, you have made clear 
to this Commission that provincial trucking associations 


have been struggling for years to get a rate regulation 
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in Ontario and Alberta and have not made one step 
forward, have they? 

MR. MAGEE: We make steps forward, but we never 
seem to be able to get to the ultimate goal. There 
seem to be setbacks from time to time. 

Q. Under the Transport Act, the right of 
appeal is given where there is unjust discrimination 
or where the agreed charge is undesirable in the public 
interest. You have no similar provisions in regard to 
your proposed control over the truckers' agreed charges, 


and wider latitude, therefore, has been given to the 


‘trucking industry than would be given to the railway? 


MR. MAGEE: Well, in section 16 (1) of our 
draft highway transport act, page 10.25, there are 
considerations there which the Board would be required 
to take into account in regard to trucking requirements. 

Q. Yes, but I put a specific question to 
you: That is, the right of appeal for unjust discrim- 
ination or whether the agreed chargeisundesirable in the 
public interest -- that is not covered by section 16 (1), 
15 it? 

MR, MAGEE: No; those words don't appear 
there. 

Q. There is another matter that I think is 
very important and crucial: From the earliest days 
of agreed charge legislation, the parliament of 
Canada was most concerned with protecting the small 
Shipper, and the fixed charge provisions of the agreed 
Charge legislation were put in specifically to look 


after the small shipper. Why has the Canadian Truckin 
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Associations turned their back on the small shipper in 
their proposals before this Commission?. 

MR. MAGEE: Well, we haven't consciously turne 
our back on any small shipper in any proposal that we hav 
made to this Commission. 

Q. But the protection of a fixed charge, 
which is the protection of the small shipper, is not in 
the proposals of Canadian Trucking Associations before 
this Commission. 

MR. MAGEE: The board has the powers to deal 
with the rate matters under this proposed legislation, 
and any Shipper can go and complain to the board. 

Q. But there is no provision to enable the 
regulatory tribunal to make a fixed charge, which is the 
protection of the small shipper? 

MR. MAGEE: No, but the board has the right t 
change the truck rates. 

Q. Can they change the contract and say tha 
the terms af a contract cannot be lived up to by a small 
shipper, but they can make, by legislation, a contract 
that is binding on the transport agency, under your 
legislation -- I suggest no? 

MR. MAGEE: They might say to the trucker, 

"The rates in the contract that you have made with a 
certain shipper will be extended to the complainant." 

Q. Wherein can they get that power? cf 
you intended that, I am sure you can point to this 
Commission --- because it is important --- you can 
point to this Commission where that is, and don't, pleas¢, 


Say it is in the section to which you referred to a few 
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moments ago, because I have.read it and I can assure you 
it is not. 
THE CHAL RMAN: Well, he can look while we tak 


a short recess. 


---Short recess. 


(Page 11529 follows) 
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Q. Did you have an opportunity during 
the adjournment to consider and consult with your 
meters that you are now able to bring to the 
attention of the commission the position of your 
proposed Highway Transport Act that deals with fixed 
charges to protect the small shipper. 

MR. MAGEE: It is not there the way 
Zt is in the Transport Act but there is the provision 
that the board may amend, reject, suspend or disallow 
any tariff that is filed herein. In the example you 
gave of the shipper who got a contract: with certain 
rates in it and the other, shipper who came along and 
asked for the rates and could not get them from the 
trucker, in the first instance if you wanted to ship 
with that trucker he would have to take the rates of 
that trucker but when he got the rates he would have 
the right to go to the board and ask for the same 
consideration as the gentleman who had the contract. 

| Q. Well, I will not spend any mere 
time with the witness on this, it is quite capable 
of being argued in the light of the evidence given. 
I must say that I disagree with it but it is a matter 
that can be dealt with later. 

MR. MAGEE: I understand that there 
Rare been cases before the Motor Carrier Board of 
Manitoba where a trucker was told to bring his rates 
to a certain level for a competing shipper and 


was told that he would not be in business if he did not 
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2| do so. That was a case where the shipper had complained 
3] that a competitive shipper was getting certain rates 

4! from a trucker and that he was not getting them. 

5 Q. That is unjust discrimination, 

6 that is not fixed charge, correct? 

7 MR. MAGEE: Well, it is not a fixed 

8 charge but it is a similar situation. 

9 Q. That is your position and, as 

10] fr say, this can be argued. One further point under 

11 your proposals an agreed charge to come in for truckers 
12 immediately and under the Transport Act the railways 

13 may institute their agreed charge in relation to the 

14) expiry of 20 days and this the truckers would have altered 
IS! the latitude, correct? 

16 MR. MAGEE: That is right, the provision 


li about the 20 days. is not in our Act. 


18 Q. And you did not suggest it be 

19 repealed in the Transport Act? 

20 MR. MAGEE: No. I do not think it makes 
21 


too much difference now the way the agreed charge 
22 legislation is set. up, you just file it and they stack 


up and there is not much the Board of Transport Commissioners 


24! can do about that anymore. 

i Q. Just as a matter of information 
26) to the commission, can we add into your submission 

a7 that now this has been brought to your attention that 
| Canadian Trucking Associations is advocating and re- 
29 


commending to the commission that the 20 day provision 
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in the Transport Act be repealed? 

MR. MAGEE: No, because if you did that 
that wuld be making policy in the Canadian Trucking 
Associations and I do not make the policy, I just try 
to represent it properly. 

Q.But on the other hand, you would 
deal with the bills that you have dealt with as your 
own child, the child of Canadian Trucking Associations, 
one you conceived, you're asking this commission to 
recommend and the Parliament of Canada to give birth 
to what you suggest there by a 20 day limitation clause; 
would you recommend that? 

MR. MAGEE: I cannot make any comment 
on it. 

Q. Aql right, we will go on to one 
other point that comes up. Canadian Trucking Associations 
are averse, according to your submission, to making 
representations to the Governa in Council and you say 
that you want that amended so that any representations 
that should be made to the minister. Now, I take it 
that we can agree the reason Canadian Trucking 
Associations are advancing that is because we agree 
that the Governor in Council are not men who readily 
understand the complexities of rate making, they are 
busy people and the introduction of politics into 
the question of rate making is always a very real 
danger. That is why you have made that suggestion? 


MR. MAGEE: Well, we were thinking of it 
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more in terms of the rather formidable aspect. Suppose 
we have a trucker with one or two trucks going to 


the whole Gverno’ in Council with an appeal on an agreed 


charge. 


Q. But he would be represented by 
the very, very large Canadian Trucking Associations 
before that body. You object to appeals to the | 
Governaring Council on another ground, you state they 
can result in an in 2amera hearing and this, of course, 
this Commission is very concious of the fact that 
they are in camera proceedings before the Governor in 
Council. 

MR. MAGEE: Yes. 

Q. And that the Governor in Council 
has on one notable occasion taken action without 
even advising one of the parties who had taken a case 
before the board and the case had gone to the Supreme 
Court of Canada. You know about that? 

MR. MAGEE: About demurrage, I think? 

Q. Yes? 

MR. MAGEE: I am learning a lot of 
things as I listen here. 

COMMISSIONER MANN: Could I ask Mr. 
Magee to clarify something? Was the objection of 
C.T.A. against appeals to the Governor General in 
Council or was the objection of C.T.A. to appeals 
to the Gove-rpr General in Council when the trucking 


industry is not a party to such proceedings? 
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MR. SINCLAIR: I think that is the 
answer because the brief says very clearly their 
objection to appeals - they already have the power 
to go to the Governor in Council in respect of agreed 
charges and he made that clear and his brief, 
Commissioner Mann, says that he wants to have that 
done away with and an amendment made so the appeal 
is made to the minister. 

MR. MAGEE: Well, I think maybe there 
is some misunderstanding occurring and it may be as 
a result of our not having expressed that clearly 
enough in our brief, We are not recommending that 
the right of appeal to the Governor General in Council 
be done away with. 

Q. Even though those appeals are in 
camera. You see, you have told us in two parts 
of your brief and I have just put the two parts together. 
Perhaps you did not think of that but I did and I 
think it is of assistance to the Commission to bring 
a principle that you enunciate in one part of your 
brief to apply to another part of your brief. 

MR, MAGEE: We would certainly have 
no objection to revising of the legislation that made 
it possible for any party affected by an appeal on 
agreed charges to the Governor in Council being present. 

Q. Why should there be appeals to 
ae council? Why not appeals to a 
regulatory body and just stop there where the people 


have the duty and obligation of being knowledgeable 
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in the complexities of rate making and who are assisted 

in the determination by specialists. 

MR. HUME: Excuse me. Are you talking 


about appeals from freight rate cases or are you 


talking about the purpose of this amendment which 


allows an appeal to the Govern@m in Council with respect 
to an agreed charge? It seems to me they are completely 
different and I want to make sure we are talking about 
the same thing. 

MR. SINCLAIR: I am talking about matters 
of principle that the witness has dealt with. This 
is a matter of appeals in camera and also suggesting 
an appeal to the minister rather than to the Governor 
in Council. 

MR. HUME: I am sorry, I do not think 
the brief does deal with appeals on freight rate 
cases to the Governor in Council in camera. There was 
a complaint about in camera hearings in connection 
with the $20,000,000.00 subsidy but nothing in the 
brief talks about appeal procedure under the Act 
with respect to freight rate decisions. 

MR. SINCLAIR: The witness made it 
clear. Your acuity after the weekend has been turned 
down. Mr, Mauro nut this question to the witness 
when he suggested that he was prevented from being at 
the appeal that took place before the Governor in Council 
with respect to the 17% case and he had to rely on 


newspaper reports oi what took place there. 
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MR. HUME: That is correct. 
MR. SINCLAIR: He then dealt Specifically 
meth Mr. Mauro ' with the position in the brief of 
your client at page 5.17 where he said: 
"The Western and Maritime provinces 
fought for it with their representations in camera 
to the Governor in Council. With new representations 
in camera to the Govana in Council, some, if not all, 
of the provinces are doing eveything in their power 
to immortalize it - exactly as we predicted last year," 
MR. HUME: That is talking about the 
Freight Rate Reduction Act and so there would not 
be any misunderstanding, I had understood that you 
are asking the witness with respect to the appeal 
procedure from freight rate acquiries and they are 
two different things and I just want to make sure there 
is no confusion. 
MR, SINCLAIR: My friend wants me to 
pin-point it a little more. 
Q. Did you not tell Mr. Mauro when 
he asked you certain questions that you are under a 
disability of not Ln owane whether the provinces had 
advanced the question of subsidies in place of 
the 17% increase on the appeal because you were not 
there and those were in camera hearings. 
MR. MAGEE: Yes, I made that position 
Clear. 
Q. Now, I want to go back to the 


Point I was asking you about: it is not the position 
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of Canadian Trucking Associations that these appeals 
to the Governorin Council which had to on certain 
occasions act in camera, that is not in the public 
interest. 

MR. MAGEE: Well, I prefer not to 

move away from this specific amendment or the specific 
representation of the Transport Act, Mr. Sinclair, 


because we have not actually proposed any legislative 


amendment in regard to the manner in which appeals on 


freight rate cases are heard by the Governa in Council. 
I think the reason we have not is that we now feel 

that maybe there are other ways that we can be present 
at the proceedings on the freight rate cases and, 
therefore, that we would be at the appeal. 

Q. But if you found it bad until 
you got an ability to be there in some other way, there 
must be some other people who are similarly situated 
and as a matter of principle and having 2 ereat desire 
to advance the public interest, surely you would in 
a matter of principle agree that this appeal procedure 
to the Governor in Council from a regulatory tribunal 
is not a good thing in the public interest. 

MR. MAGEE: Well, I do not want to go 
beyond what we have said in regard to the Transport 
Act. I will try to answer your questions there but 
I do not have instructions on the other points I 
did express strong feelings of the trucking industry 
about the freight rate appeal and the situation 


which we thought led to the $20,000,000.00 subsidy 
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TORONTO, ONTARIO (Sinclair) 
i 
but we have not actually drawn that up in legislative 
3 recommendation in our submission for the reason 
4 that I have expressed that we think there may be 
i 5 another way to deal with that. 
6 THE CHAIRMAN: Your complaint is that 
y you were not allowed to be heard on the appeal? 
a MR. MAGEE: That is right, Mr. Chairman. 
; MR. SINCLAIR: Q. That is a complaint 
10 that others have had on certain other appeals, Mr. 
1 Magee? 
12 MR. MAGEE: Yes, I understand that is 
13 so, 
14 Q. That arises from the type of 
15 procedure that is provided? 
16 MR. MAGEE: Yes. 
ay Q. Now, another point I wish to 
18 discuss is piggybacking. 
4 MR. MAGEE: Yes. 
20 Q. You say that piggybacking gave 
mI truckers more flexibility and more efficient use of 
m their equipment. 
23 MR. MAGEE: Yes. 
4 Q. That is section 8 of your 
95 Submission? | 
6 MR. MAGEE: Yes. 
7 Q. Now, piggybacking has been a 


28 boon to the trucking industry in the road ban. Has 


99| it note 


MR. MAGEE: Yes, it has been helpful in 
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the road ban. 

Q. And piggybacking has also been a bocn 
to the private motorists who before plggybacking had 
the unfortunate experience of riding behind this big 
truck -- 

MR. MAGEE: Smith Transport? 

Q. It may be Smith Transport, yes, we will 
use that as an example; riding behind a Smith Transport 
truck with these obnoxious diesel fumes belching 
backward -- 

MR. MAGEE: Diesel fumes go upward, 

Q. Pouring into the heater of his car. 

You have never had that experience yourself? 

MR. MAGEE:. I have had that experience behind 
other cars. In regard to the heaters, I think it is 
time people devised a good heater for motor cars that 
did not do that. 

Q. It has been a bocn to the private 
motorist to take away these noxious diesel fumes from 
the highways through piggybacking; it has been a boon 
to private motorists. 

MR. MAGEE: Well, in one way it may have 
been a bocn but, on the other hand, he does not find 
the helpful trucker when he gets into difficulties. 

Q. Let us talk about the helpful trucker 
barrelling down the highway with a forty foot truck 
weighing 50,000 pounds and a timid weekend motorist 
like myself wants to try and pass him. Have you ever 


been in that position, a timid weekend motorist like 
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myself trying to-pass a truck going fifty miles an 


hour with 50,000 pounds? Have you ever seen that 


poor fellow on the highway on Sunday. 


MR. MAGEE: I ama fairly timorous - motorist 
myself, JI think most of the drivers of the big trucks 
will help you pass to their ability to do so. 

Q. But they cannot help a timorous motor- 
ist pass, can they, unless they stop? 

MR. MAGEE: There is not doubt about it the 
size of a vehicle to a timid person behind the wheel 
is a little worrying. on occasions. 

Q. And by taking these -- 

MR. MAGEE: That is why I would like to 
have truck drivers like Cannonball driving our vehicles. 

Q. I recognize Cannonball is your epitome 
but that is made in the United States. 

MR. HUME: No, it is made right here. 

MR. SINCLAIR: The actors are Canadians? 

MR. MAGEE: Yes, it was still made in Toronto. 

MR. SINCLAIR: The actors are Canadians? 

COMMISSIONER MANN: Fifty-five per cent 
content. 

MR. SINCLAIR: Well, this boom to the private 
motorist is something that highways - it is a boon, 
piggybacking, and that is not something you want to 
discourage. 

COMMISSIONER BALCH: You mentioned on 


Sunday, is that right? 
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MR. SINCLAIR: Yes. 
MR.HUME: He could not have been talking 


about eastern Canada with trucks on Sunday. 


(page 11544 follows) 
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TOROMTS, oNTanie - (Sinélair) 
1 
2 COMMISSIONER BALCH: Mr. Sinclair, you 
3 mentioned on Sunday; is that right? 
r MR. SINCLAIR: Yes. 
MR. HUME: He couldn't have been talking about 
, eastern Canada; they don't move on Sundays. 
$ MR. SINCLAIR: There are places in Canada 
7 where trucks nave on Sunday. 
8 MR. MAGEE: Carrying perishables, 
9] MR, SINCLAIR: They are still belching 


10| noxious diesel fumes. 
MR. MAGEE: There are locomotives belching 


diesel fumes. 


12 
MR. SINCLAIR: Q. You are not trying to 
13 a. 
discourage the boon to the private motorists having 
14 


piggyback move these large vehicles, if piggyback wasn't 
1S| available? 
16 MR. MAGEE: I don'tthink we have actually 

et; set that out in our submission, Mr. Sinclair, but it 


does decrease the number of vehicles on the highway. 


18], 

19 Q. Which is something which should be en-- 
couraged, in the public interest, you would agree? 

. MR. MAGEE: Well, I think the highway move- 

a ment of freight is in the public interest, very much 

22 SO. 

3 Q. You said that the removal of them by 


24 piggybacking is something that ought to be done in the 
25 public interest, and that would remove the private 


96| motorist. 
MR, MAGEE: We have no adverse reaction to 


that result of piggybacking, Mr. Sinclair. 
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2 Q. Your association, Mr. Magee, as I under- 


3 stand your submission, would be in favour of piggybackin 


; for private carriers; correct? iC is implicit in 

your submission, is it? It is not set out, but I take 
? it is implicit that your association would be in support 
6 of piggybacking being made available to private carriers, 
7 MR. MAGEE: I don't think we support it. 


8 We recognize that it is an issue that has arisen and we 


9 make some suggestions about it. 


10 Q. But you wouldn't suggest that private 
carriers should be denied the flexibility and more 

: efficient use of their equipment through increased 

. capacity which piggybacking brings about, would you? 

" MR. MAGEE: We haven't made any recommendatidns 

14 


against the use of piggyback by private carriers, except 
15} that we have suggested that there should be some measure 
16 of control in regard to piggyback so that its develop- 


“47 ment will proceed in an orderly manner. 


18 Qe Why should the piggyback operations of 

19 the railways be subject to any other or different 
control than they are for any other shipment given to 

“4 them for movement? 

21 


MR. MAGEE: Well, you see, piggyback is an 

22 intermingling of the truck and rail, and you have such 

23 considerations are the licensing system of the trucking 
24 industry, the regulation of the trucking industry. 

25 There are many things bound up in the issue of piggyback. 


Q. It is just another means, I suggest to 


26 
| you, your piggybacking, of protecting truckers. Your 
27 . 
Submissions and your coneerns are not anything except a 
28 
29 | 
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fear of something that might be adverse to the truckers! 


3| interests; is that right? 


4 MR. MAGEE: Well, we have some concern about 

5 some of these developments, Mr. Sinclair. It is a new 

6 thing, and I think when a fairly new deve lopment 

y like this occurs there are always concerns and fears. 
Sometimes they are justified, and sometimes events prove 

: they are not justified. 

: Q. There is nothing to prevent a trucker 

10 


from picking up less than carload shipments, consolidatin 
11/ them in a truck and then picking up that truck load by 


12 piggyback, is there? 


13 MR. MAGEE: Not that I know of, 

14 Q. Then why would a forwarder, why should there 
be any restriction on a forwarder picking up shipments 

4 and forwarding them and picking them up by piggyback? 

16 


MR. MAGEE: We think that the forwarder 
=f should be controlled, and if he moves ovér the highway 
18| or has a capacity of operating vehicles and hauling over 
19] the highway, even though he may go down the highway one 
90| Night and piggyback the next, we think that he should be 


re gulated. We don't say pass a law saying that 


21 
re forwarders cannot operate. 

Q. But if' a forwarder went piggyback every 
r night, then you would have no objection to him as long 
* as he wan't operating over the highway. You wouldn't 
25 


want to stop him having the advantages of piggyback as 
as long as, you say, he went that way all the time? 
27 MR, MAGEE: Well, if he is using motor vehiclels 


28 for the pickup of freight in one city and its delivery i 
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another, we believe he should be subject to regulation, 
Q. If a forwarder company is, as your counsel 
has suggested, an extraprovincial undertaking and the 
pickup and delivery of that forwarding company is 
incidental to the movement of the goods between the 


provinces, how can you control them except by federal , 


legislation? 

MR. MAGEE: We are getting again into 
this legal matter that I am not too competent to speak 
on, Mr. Sinclair. 

Q. Didn't you consider all these matters 
before you dealt with piggybacking in section 8 of your 
submission? 

MR. MAGEE: (‘In regard to the section on pigey- 
back, Mr. Sinclair, we did the best job we could to 
present something objective in piggyback to the Com- 
mission, because the Commission itself indicated on more 
than one occasion its interest in this matter, and that 
section represents the views of the trucking industry 
as they exist at the present time, and those are the 
views I am called upon to put forward. 

Q. On pege 8.7 you say: 

"The interests of all carriers, " 
and then you say: 
"both the railways and public highway carriers, 
should be safeguarded." 
I suggest to you that all carriers would include private 
carriers, it would include forwarders, it would inciude 
a number of people; it would include local carters. They, 


Should all be protected, shouldn't they, on this matter 
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of piggybacking? 

MR. MAGEE: Yes. 

Q. And no rules should be put upon them to 
prevent them making the full economic use of this 
advance in transportation. You would agree with that? 

MR. MAGEE: We haven't proceeded far enough 
in our views on regulation of piggyback for me to answer 
that satisfactorily, I don't think, Mr. Sinclair. 

Q. Thank you, Mr. Magee. Then -- 

MR. MAGEE: I think that the private carrier 
now, aS we understand it, has the legal right to be 
carried by piggyback under the act. 

Q. And sometimes private carriers have 
used piggyback in Ontario? 

MR .MAGEE : Yes, I think I know of one 
instance, 

Qe But you are not suggesting to this 
Commission that they suggest any limitation on that 
right of the private carrier? 

MR. MAGEE: No. ft think the key statement 
is not whether such developments should be prevented but 
rather whether they should be controlled, just as entry 
into the trucking industry is being controlled in most 
areas, 

Q. This, of course, would protect the highwa 
trucker against other people who had other modes that 
move their goods? 

MR, MAGEE: Do you want us on the piggyback 
or don't you? 

Q. I am not here to answer questions; I am 


asking you questions. 
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ANGUS. STONEHOUSE &co..tto, Magee, Montague, cr-ex, 11549 
TORONTO, ONTARIO (Sine lair ) 


2 MR. MAGEE: I am sorry, I shouldn't have 
3] asked you that question. 


4 THE CHAIRMAN: Sometimes questions suggest 
5 questions and answers, Mr. Sinclair. 

MR, SINCLAIR: Very well, Mr. Chairman, the 
. answer to the question by the witmess is yes, and there 
: should be no limitation imposed by this Commission that 
8 


in any way produces further legislation to hamstring the 
9 railways, and the only reason I am asking these questions|, 
10} Mr. Chairman, is in view of the fact that the Commission 
11 indicated that they were interested in this situation 


from a railway standpoint, and in the public interest 


12 

I am asking these questions. Of course, Canadian 
13 

Pacific have indicated that they have not, by their 
14 

actions, tried to limit piggyback only to the movement 
15 


of the railways; they have made it available to private 
16 carriers. So the answer to the question that you felt 
me yi Should be answered, Mr. Chairman, is by all means 
1g] Canadian Pacific wants all the traffic that has a dollar 
19 in it, and it doesn't want any of the traffic that can't 


be carried at reasonable rates. 


20 
THE CHAIRMAN: The Commission is most interested 
21 
in this question because it covers the whole field of 
22 
transportation. 
23 


MR. MAGEE: What. I wanted to say, Mr. Sinclair), 
44) when I asked that question, is that if piggyback is going 
25 to be thrown open on an uncontrolled basis, then your 

26| Whole type of regulated trucking industry that you have 

7 got in Canada is going to be turned upside down. 


Q@. If the forces of competition bring that 
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ANGUS, STONEHOUSE & CO. LTD. Magee, Montague, cr-ex, 11550 
TORONTO. ONTARIO (Sine lair ) 


1 

D about, is that bad? 

j MR. MAGEE: Well, we answered that question, 
too. We said that we did not think that all the 

: developments we would like to see ourselves necessarily 

5 


would follow, but we do say that if piggyback is absolutely 
6] wide open to all comers, it is going to break down the 

7| regulatory system; and what I was coming to after that 

g| was this, that if that happens, are not the for-hire 

9 truckers going to reconsider whether piggyback is to thei 


advantage, because they don't want that System destroyed. 


; Q. The for-hire truckers only use piggyback 

4 wnere it is more economic or gives them greater flexib- 

P tie y. They don't use piggyback because they like the 

e railways. 

14 MR. MAGEE: That is quite correct, Mr. Sinclair. 
15 Q. And it was only for that interest that 


16] Other people would use it? 


aT, MR. MAGEE: Yes. 
Q. And there is no question of altruism in 
: this situation, but it is a question of service and 
, cost. 
20 


MR. MAGEE: Yes. But all I have done is 
21 pose the problem of licensed operators running from the 
22| city of Toronto to Ottawa, and if we have absolutely 
23 UNcontrolled piggyback there is nothing to prevent anyone 
4| in this city getting himself a tractor-trailer unit, 


cing around and soliciting freight avd sending it down 


25 

as to Montreal with the units of other licensed taxpaying 
truckers, and there would be quite a different situation 

: there in regard to the obligations on the one as compared 

) 

29 
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ANGUS, STONEHOUSE aco.iro Jagee, Montague, cr-ex, LISSE 


TORONTO, ONTARIO (Since lair ) 
1 
: with the obligations upon the licensed truckers. 
3 Q, There is no difference in the operation 


4| of the one than the fellow who operates a carrier as a 


5] private carrier. 


6 MR. HUME: He has got his own goods on the 

7 vehicle? Are you talking about the private carrier 
shipping his own goods? 

: MR. SINCLAIR: Yes. 

9 


Q. Well, I won't debate it further with you, 
10/ Mr. Magee. 
11 I will turn now to another question and ask you 
12 to turn your mind to the question of railway entry into 


highway transport. 


13 
vi MR. MAGEE: Yes. 
Q. And as I understand - you have answered 
8 alot of questions to my friends on this and I won't be 
i long with you for that reason. But I would ask you 
aidi 


in this situation, in the light of your submissions, 
18] assume with me that there is only one highway carrier 


19| between points A and B. 


20 MR.MAGEE: Yes. 

4 Q. And that the railways are taking off their 

* train which handles their express and l.c.1. freight, 
and reducing the line between A and B to the movement 

. of carload traffic by rail to look after the 1.c.1. 

24 


movement where there is this one trucker, the railways 
25 apply to the regulatory authority for the right to move 
26 S00ds of the highway movement between A and B, would 

27; YOu support the application of the railway company to 


have a trucking licence over that highway? 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


MR. MAGEE: 


Magee, Montague, cr-ex, Li552 
(Sinclair) 


I think if the truck service, 


the existing truck service was adequate, we would be in 


favour of the railways 


using the existing truck service. 
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ANGUS, STONEHOUSE & CO. LTD. Magee, Montague yuCr—-CxX, 11553 
TORONTO, ONTARIO (Since lair) 


Q. Even though it is the only one? 

MR. MAGEE: Well, there are very, very 
few -- it could happen, the example you are proposing. 

Q. Let me warn you, it has happened. 

MR. MAGEE: Yes, I say it could. 

Q. Let me warn you that this assumption 
is factually correct, and I can give you the points, 
but. I don't think the Commission is too interested in 
them, and I want to know whether the Canadian Trucking 
Associati ons in that situation would try to preserve a 
monopolistic situation for the for-hire trucking 
industry or would they, in the public interest, and 
recognizing the necessity to have competitive forces, 
support the application of the Canadian Pacific Railway 
Company for a trucking licence before the regulatory 
board? 

MR. MAGEE: Well, I think that if the Canadi 
Trucking Associations was dealing with the matter -- 
and we don't usually intervene on applications for 
operating rights; those are usually dealt with by the 
provincial trucking associations. 

Q. Would they extend their good offices to 
their provincial associations to see if their good offiqges 
could prevent the growth of this monopolistic situation 
for the movement of this traffic? 

MR. MAGEE: I just can't conceive of any 
trucker getting on to any route where there was any 
particular traffic offering and staying there by himself 
for any length of time. There may be a few instances, 


but I don't think very many. 
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ANGUS, STONEHOUSE & co.ito. Magee, Montague cr=6X. 11554 
TORONTO, ONTARIO (Sine lair) 


2 Q. Would you think that a well travelled 
$ road and one that presents a lot of traffic for the 


4 trucking industry -- let us take a position in Sask- 


; atchewan between Estevan, Weyburn and Regina --- you 
know that country? 

: MR. MAGEE: Not too well, 

a Q. This is between some of the most 

8 important senior towns of western Canada and one of the 

9 great jewels of western Canada -- Regina. 

10 MR. MAGEE: Yes. My problem is that when 


11 I travel I am usually holed up in the jewels of the 
2 Canadian Pacific or Canadian National Railway hotel rooms, 


at a meeting. 


13 
Q. Well, let us take this example: We hav 
14 
one truck line between Weyburn, Estevan and Regina, and 
sa the railway, we will say, is going to discontinue its 
16 


service for all except carload commodities, and take off 
“Ml = ats passenger train service, and thereby not provide 
18 express service or package freight service, and in doing 
19 that it is going to continue to provide service to the 


people for those types of shipments by applying to the 


20 
provincial regulatory board for a licence to operate 
21 
over the highway. Would C. T. A. use its good offices 
2 2 2 
s to prevent a monopolistic situation arising on the 
23 


highway by trying to have the Saskatchewan association 
24! support the application? 

25 MR. MAGEE: Well, I don't think it is a 

26] monopoly, because there are private trucks there -- 
farmers with their trucks, and other people with their 


trucks, 
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ANGUS, STONEHOUSE & CO. LTD. Magee, Monta Bue, cr-ex, 11555 
TORONTO, ONTARIO (Sinc lair ) 


Q. You think that as long as there is some- 
body else that can mae the goods, either actually or 
potentially, then you haven't got monopoly? That is 
your answer to my question? 

MR. MAGEE: It would not be for the for-hire 
trucker. 

Q. And it is for that reason you would not 
support the application of Canadian Pacific? 

MR. MAGEE: Yes. You see, you can make 
applications for operating rights by rail and then start 
connecting up what you have got with other operations, 
and it all constitutes an expanded entry into the 
trucking field, and I would imagine, under the instance 
you have quoted, it probably would be opposed by the 
association. It would then be up to the Saskatchewan 
highway traffic board to decide what was right. 

Q. I think the Commission and I understand 
your position as to your problem in the public interest. 
I will now turn to the point of integration. 

MR. MAGEE: Yes. 

Q. In this you seem to be of the impression 
that one management could not do two things well, and 
thereby bring about the application of common management 
and the advantages that come from common management, 
because trucking is different from rail. Now, 

Mr. Magee, let us look a@ that for a minute. 

MR. MAGEE: Yes. 

Q. It is possible you will agree that 
you can have good railway management that can also be, 


at the same time, good trucking mangement; isn't that a 
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ANGUS, STONEHOUSE & CO. LTD. Magee, Montague, cr-ex, 11556 


TORONTO. ONTARIO (Sinclair) 
1 
2 possibility? 
: MR. MAGEE: Yes,that is a possibility. 

Q. Indeed, Mr. Magee, we have many instance 
‘ of people doing two very different things, and doing the 
5 


both very well. let me give you some examples: A 
6 man can be a first-class barrister and at the same time 


7 a first-class politician; you will agree with that? 


8 MR. MAGEE: Yes. 
9 Q. You will agree a man can be a first-class 
‘A forestry engineer and at the same time be a first- 
class politician? 
_ MR. MAGEE: Yes. 
a Q. And you will agree that a man can be 
13 


first class at running two companies very well, one of 
14/ which is in manufacturing the press of the grape and the 


is other one is involved in the dew of the bar? 


16 MR. MAGEE: Yes, 

7 Q. You will also agree a man at the same ti 
i can be a first-class grain farmer and a first-class stoc 
, farmer or rancher? 

” MR. MAGEE: I would imagine so, yes. 
20 


Q. In the realms of sport, for instance; 
21 Mickey Mantle is a great switch hitter, and they are very 
22| different things, and he also plays the field very well. 


23 MR. MAGEE: Yes. 

24 Q. And there is Gordie Howe and Jackie Parker 
2s) ~~ they can play both ways; so, they do two very differen 
| things very well? 

. MR. MAGEE: Yes. This is very relaxing, 

4 Mr. Sinclair. 

28 | 
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ANGUS, STONEHOUSE & CO. LTD. Magee, Montague, Cr—-@xX. Libor 
TORONTO, ONTARIO (Sine lair ) ; 


Q. And you can do two things very well too, 


can't you -- and do so? 

MR. HUME: For instance? 

MR. SINCLAIR: Q. For instance, you present, 
as a witness, the views of Canadian Trucking Associations. 

MR. MAGEE: Yes. 

Q. In accordance with the policy laid down, 
and at the same time you try to influence along a certain 
line what the policy might be, 

THE CHAIRMAN: I think we can take it that 
Mr. Magee is a very first-class official. 

MR. MAGEE: A trucking association official 
is just a civil servant; if there are things that escape 
people's attention that he is dealing with, it is up to 
him to point them out so they will have all the facts. 

Q. So, when we take a management that does 
two different things well, and that common management is 
able to meld those two different things and thereby 
reduce costs, it should be fostered, should it not? 

MR. MAGEE: I think our view in the brief was 
that it didn't bring any particular additional advantages. 
| Q. I am just pointing out to you if you get 

the right kind of management which can do two different 
things well, that the melding of the two into one, which 
brings about reductions in costs, is something that shoul 
be fostered? 

MR. MAGEE: Not if it means the danger of a 
Monopoly of public carrier transpartation. 

Q. I say "subject to the monopoly" -- and I 


know how you define that -- I accept your answer. Could 
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you tell the Commission why, or under what circumstances, 
would a shipper, in your view, be denied the advantages 
that would flow from an integrated service provided by 
Canadian Pacific, and the cost and service advantages tha 
would flow from having one pickup truck handle his goods 
instead of three --- one being the trucker, one the railw 
and the other being a ferry service --- and this has 
reference to the point I made earlier with you concerning 
Saint John, N. B. Under what circumstances would a 
Shipper, in your opinion, be denied the cost and service 
advantages that would arise under those circumstances? 

MR, MAGEE: If the facilities were there? 

They all exist? It comes to the question of integration 
doesn't it? 

Q. Yes, rather quickly too. 

MR. MAGEE: Well, integration is the occurrenc 
that takes place when youenter our field and buy out, 
or make applications for operating rights, and then there 
is the danger of monopoly when you buy truck lines. 

We are opposed to that. 

Q. And your answer to my question would be 
that the shipper could be denied these advantages that I 
Spoke of if it was going to result in monopoly -- that 
is the circumstance where it should be denied? 

MR. MAGEE: He might have to be denied an im- 
mediate advantage in this particular instance because of 
the over-all monopoly developments that might be 
occurring. 

Q. All turning on monopoly again. And the 


Samé answer, I take it, would be that if the man at 
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Saint John, who would have, under integration, the right 
to have his goods moved by rail, by highway and by 

ship, or one or the other, or a combination of one or th 
other or all three, and receive the convenience and the 
cost saving of receiving ore bill from Canadian Pacific, 
that shipper would be denied that advantage, that 
convenience and cost saving, again, I take it, only to 
prevent monopoly, and in any other circumstances it 
should be fostered; correct? 

MR. MAGEE: Yes. It comes to further expan- 
Sion,though -- the issue of further expansion, I think, 
because you are already very well established as a 
highway transport operator right across Canada. You ar 
in a position to do a lot of things now in regard to 
integration that were not possible 15 years ago. 

Q. Well, here is my third point: I want yo 
to consider a shipper in Regina who wishes to move pipe 
to Medicine Hat; why should that shipper under any cir- 
cumstances be denied the opportunity of turning that 
pipe over to Canadian Pacific and leaving it to the 
Canadian Pacific to move it from Regina to Medicine Hat 
in the most economical, the swiftest way, taking into 
account the traffic flows, type of shipment and all 
other factors that govern it? Why shoyld he under any 
circumstances be denied all the service, cost and con- 
venience factors that flow from that arrangement? 

MR, MAGEE: If you are in a position to do 
it.now, we don't have any recommen dations that would 


curtail that arrangement. 


Q. But if we are not in a position to do it 
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now, why should the shipper be denied the ability of 
having that service by Canadim Pacific placing itself 
in that position? 

MR. MAGEE: Because too large an entry into 
the trucking industry will produce a danger of control 
and monopoly by the railway of public carrier transport- 
ation in that area. 

Q. ‘It hasn't done so yet. What you are sug 
gesting is that. there is a possibility that if at some 
time in the future there are circumstances that, by owning 
most of the trucking in Canada the Canadian Pacific 
could control the situation -- is that it? 

MR. MAGEE: Or owning a healthy chunk of it 
in one particular area. 

Q. What would a healthy chunk eer a one rn Ins 
over 50 per cent, I take it? 

MR. MAGEE: Well, I don't know. Tmt is 
what the board would have to decide if our public 
interest division was incorporated in truck regulation. 

Q. I just have a very few more questions. , 
Mr. Magee, Mr. Montague in answer to Mr. Cooper was dealing 
with certain tables. 

MR. MAGEE: Yes. 

Q. And the question arose as to whether these 


tables included local cartage. This was in section 3.2, para- 


graph r, ad Mr. Montague has spoken to me, and 3.2, ppra- 


Sraph 5 was really where Mr. Cooper's question was 
directed, and he has asked me to give him the opportunity 
of correcting his figures because he has had further 


discussions with the D. B. S. 
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MR. MAGEE: With the other Mr. Brown. 

Q. Yes, the non-trucking Mr. Brown. Very 
well, Mr. Montague? 

MR. MONTAGUE: We found that there was no 
breakdown for the 1957 figures, which were the figures 
we gave, but D. B. S. had broken down the figures for 
1958, and their breakdown revealed the following, that 
the figures shown for tonnage handled by trucks, 

29 per cent of that tonnage handled by trucks was handle 
by inter-city cartage; 11 per cent of revenues shown as 
handied by trucks was handled by inter-city cartage. 
I missed the figure on ton miles; I think it was 6 per 
cent. I would have to confirm that with the reporter. 
I can file with you the amended table, and this table 
would substitute for the table in paragraph 9. 

< Q. And also would change the figures given 
at the top of 3.2, being paragraph 5. 

MR. MONTAGUE: That is correct. 

Q. And in two or three other parts of this 
section: For instance, in paragraph ll. 

MR. HUME: It would bring them up to the 
1958 figures. 

MR. SINCLAIR: @. It would also probably 
state what to take out of the figures -- the cartage 
figures of the for-hire cartage industry. 

MR. MONTAGUE: In regard to the figures in 
paragraph 11, which are simply indexes, it would reveal 
a greater growth in truck index because we would have 
taken out the tonnage handled by the urban for-hire 
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Q. You would take it out of both the base 
and out of -- 

MR. MONTAGUE: Out of the growth, but as the 
growth has been largely in our end of it, the index 
would reflect it. 

MR, SINCLAIR : Well, I think, Mr. Chairman, 
that in view of Mr. Montague's offer to change these 
figures, this point was raised by Mr. Cooper, and I 


think he has now looked after that situation. 


----Luncheon adjournment. 
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2| <---On resuming at 2 o'clock. 


THE CHAIRMAN: Order, please, 
4 MR. SINCLAIR: Q. Mr. Magee, would you turn 
5 to page 3.2 of your submission and in your paragraph 


6 No. 7 you refer to: 


- "However, in view of monopolisttic elements in the 

P rate structures, and certain distortions which 

, exist, operating revenues are only an approximate 

indicator." 
10 
Last week Mr. Cooper examined you in regard to 

y that and Mr. Montague took over and he said that when- 
12 


ever the rate exceeds the full costs, some monopolistic 
13] element exists. For the assistance of the Commission I 
14 wish to put to Mr. Montague, what did he mean when he 

15 said "full costs"? I am paraphrasing your answer when 


I say "Whenever a rate exceeds full costs, some monopolis- 


F tic element exists." What do you mean by full costs? 

, Fully distributed costs? 

e MR. MONTAGUE: Fully distributed costs, yes. 

19 Q. And now, Mr. Montagu, you would agree +s. 


20 that in the truck freight rate structure there are 


21 rates above fully distributed costs? 2 

22 MR. MONTAGUE: Yes. 

23 Q. And there are some that are below fully 

a distributed costs, you have made that clear. Some rate 
in the freight rate --- trucking freight rate structure? 

: MR. MONTAGUE: Yes, individual rates may be. 

- Q. And you would also agree that there are 

a cases where your rates are above fully distributed costs 

28 
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2 and you have no monopoly on the traffic? 
3 MR. MONTAGUE: The point we are trying to make 
4 is wherever we are in a position to get more than our 
fully distributed costs, then there’ is a monopolistic 
element in that particular haul. 

3 Q. I suggest to you that that does not follo 
at all, I suggest all that it means is that your costs 
8 are less than the competitor, actual or potential costs 


9 for services. 


10 MR. MONTAGUE : In which case we have a 

1 monopoly due to this competitive factor. | 

4 Q. But there is not a monopolistic element 
because the competition which is there cannot meet your 

4 costs and that is an economic advantage nts than a 

* monopolistic advantage. 

15 MR. MONTAGUE: We were not using "monopoly" 

16] in the - 

17 Q. In the economic sense? 

18 MR. MONTAGUE: In the unpopular sense of 


19 being a bad thing. We say by our position, economic 


or for any other reason, we are in a monopolistic 


F position with regard to that particular load. 

‘ Q. What you mean is with regard to that 

va particular load you have an economic cost advantage as 
23 compared to your competitor? 

a4 MR. MONTAGUE: That may be one of the explan- 


5 ations for the situation. 


%6 Q. Very well. Now, I would like to turn to 
o7| Page 4.2 again - I think I am in matters that Mr. Montagu 

deals with. On page 4.2 he has a table and a chart and 
28 
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2| my question on this matter for the assistance of the 
3 Commission is, you show figures and a chart of the 


railway horizontal rate increase and the actual level of 


4 

railway rates. Now, Mr. Brazier examined you in 
5 

volume 62 at page 11075 and the following page and you 
6 

agreed that the average revenue per ton mile index in- 
7 


cluded the grain moving to export positions in western 

8 Canada. You agreed that if the statutory gra@in were 

9| eliminated the line on the chart would be higher, those 
10 two lines would come closer together, but you said that 
11 it would not be too significant for the pruposes for 


which you have shown these lines on the graph. Do 


12 
a you remember those answers? 
MR. MONTAGUE: Yes, I remember that. 
14 
Q. I have not the figures for all Canadian 
15 


railways but I have the figures for Canadian Pacific 

16 on a revenue per ton mile basis. Would you be 

17 surprised if these figures for Canadian Pacific showed that 
1g| the index including statutory grain rates would be 156 

for the year 1958 with grain as you have it, but that 


1 

would increase to 194 if grain were excluded so that 

¥ the two lines, the permissible and the actual would move 
_ very close together. You have it at about 208 or some- 
= thing of that nature and I figure it at 194. 

a MR. MONTAGUE: Yes, but you would have to 


24] do the whole line, you would have to start from a base. 

25 This is what you are presuming, is it, that this traffic 
6 has been moved out since the past year? 

Q. That is right. 

MR. MONTAGUE: IT would have to give that some 
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consideration. 

Q. But if the statistical assumption I have 
made in adjusting that graph were correct, then the line 
would be very close together, that is a necessary 
result of applying it in that way, is it not? 

MR.MONTAGUE : I do not know if I understand 
your question. 

Q. I am leaving the average revenue per ton 
mile to include grain, taking the same percentage 
increase as have been authorized by the Board or I will 
put it the other way, by excluding from the two lines 
the grain traffic and only using the traffic to which th 
percentage increases could be applied. 

MR, MONTAGUE: And you are suggesting that 
the lines run roughly parallel? 

Q. That is right. 

MR. MONTAGUE: T am quite surprised to lear 
that. 

Q. Would you, for the assistance of the 
Commission in following up the point raised by 
Mr. Brazier, try to rework it and see if that is so 
and advise the Commission through the Secretary? 

MR. MONTAGUE: We will do what we can. 

Q. Now, Mr. Magee, I think I am back to 
you and this is my second to last point. Page 6.5; 
paragraph 12, here is where you talk about Mr. Turgeon's 
views as to ease of entry and exit into the industry. 
You say that might have been true when Mr. Turgeon 
made that observation but viewed in retrospect it is 


submitted that he erred, that is, that the learned 
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9) Mr. ‘Turgeon erred. In light of that I have one or two 
questions that I think may be of assistance. LGAs 


3 

; your view, as you place it there, that it is definitely 
not true that there is ease of entry and exist in the 

5 
trucking industry. Now, I twve -- 

6 


MR. MAGEE: There is ease of entry into the 

| trucking industry but that is just a beginning of the 

8| story. What can happen to a truck line if it gets into 
9| business? 

10 Q. Well, I would like you to agree with me 
that it is very easy to get into the trucking industry 


even where entry is controlled. I have in my hand, 


12 

as you will recognize, the report of the Ontario Demrtment 
13 

of Transport and would you have any idea as to the 
14 


percentages of applications allowed in whole or in part 
15} under the Public Commercial Vehicles Act for 1958 and 
16/ 1959 as published by the Ontario Highway Transport Board 
47) statistics? 
MR. MAGEE: I think it would probably run over 


18 
" 80 per cent, maybe more than that. 
Q. You are very close, it is 84 per cent in 
20 ‘ 
1958 and 78 per cent in 1959 and under the Motor Vehicle 
a a 
22 COMMISSIONER MANN: Are these broken down 


43] by categories of licence, the A carrier and C carrier? 


24 MR. SINCLAIR: Yes, I have it worked -- 

25 COMMISSIONER MANN: Have you one for class A? 

6 MR. SINCLAIR: Yes. Under the Public Commercial 

7 Vehicles Act 55 total applications made. This is exclud- 
ing transfers for 59, granted in part -- 50; in full -- 
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5; totalling 55 of 59, se you have a percentage very much 
in excess of 95. That is for A and I ean go on further. 
D, for instance, that is the contract carriers as a 
recollect the statute, 240 granted in full; 53 in part; 
55 reduced; that would be 108 to 348; that is 55 in 

348, again a very high percentage. 

COMMISSIONER MANN: Perhaps you could put the 
Grearrier in. 

MR. SINCLAIR: C contract carrier total, 39; 
granted “in full, 30; in part 7; reduced, 2. Similar 
figures for 1959, class A: Granted in full, 63; in part, 
73; Gismissed 15; that is 82 per cent of the applications 
granted in part or in full. 

| D, 81 per cent granted in part or in full. 
C, 92 per cent granted in part or in full in 1959. 

MR. MAGEE: Were you asking me to comment on 

that? 

| Q. Iam going to ask you, to point out to 
you that the statistics show of the applications made 
very few are refused? 

MR. MAGEE: Yes. 

THE CHAIRMAN: Well, what does that mean to 
the Commission? 

MR. SINCLAIR: I think it means this, in the 
very highly developed trucking that has existed in Ontari 
in the last few years there have been numerous applications 
and practically all applications, even where entry is 
Controlled, are accepted. 

THE CHAIRMAN: So does that mean that consider 


ation is not given to the issuance of that report? 
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MR. SINCLAIR: I say it indicates substantial 
ease of entry into the trucking industry even where it 
has been established as in Ontario for a good many years. 

MR. HUME: Of course, my friend is referring 
to ease of entry only from the viewpoint of obtaining th 
necessary permit and that from the statistics appear to 
be percentagewise. The brief in sections 12 to 14 is 
talking about not ease of entry in terms of getting a 
permit but in terms of getting the required capital 
and getting the necessary organization together. 

MR. SINCLAIR: The balance of the story 
is that many of these were opposed by other carriers. 
For instance, in 1958 there were 24 oppositions of other 
carriers on A's and 153 on D's and 17 on C's and you 
can take the statistics out. In view of the point 
raised by my friend you would agree that the very large 
proportion of carriers, for-hire carriers are small 
carriers, that is, having less than, we will say, 5 


trucks. 
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MR. MAGEE: The majority of them are small 
carriers, Mr. Sinclair. 

Q. Let's not quibble about this. It is 
the very large majority. 

MR. MAGEE: Is the word "majority" quibbling? 

Q. No, the very large majority. It would 
be something over 75% of small carriers. 
* MR, MAGEE: I don't know the figure, but 
I think the word "majority" would cover 75%. And 
I would like to say this, Mr. Sinclair, if I may. 

Q. Certainly. 

MR. MAGEE: That it is not just the question’ 
of the ease of exit and entry. When you are looking 
at the regulatory picture - and the Canadian Pacific 
is in a position of studying these matters, and I 
think they know about this - it depends on the attitude 
of the provinces on how operators are let into the 
field, and if you have undesirable operators flooding 
in they don't last too long and they. are gone, but 
they do a lot of damage to themselves and they do 
a lot of damage to other people before they are gone.’ 

Q. I think there would be general. agreement 
on that, Mr. Gees. The place where there is the 
largest per capita in trucking in Canada aes A nes'a , 
and you have shown by your brief, and I think it 
would be agreed, ie the turnover of trucking organ- 
izations in that province is higher than any provinces 
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where entry is controlled. Is that the point you are 
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making? 

MR. MAGEE: Yes, quite right, Mr. Sinclair, 
It is a very serious problem there, 

Q. I would like to turn to page 7.2 of 
your brief. 

MR. MAGEE: Yes. 

Q. I think these questions should be 
directed to Mr. Montague, but if not, you can answer 
them. Paragraph 7: you would agree that if a service 
produces revenues which cover at least the waetate 
costs, discontinuance would not improve the overall 
net revenue position of the carrier. 

MR. MONTAGUE: I would agree with that. 

Q. Taen you would also agree, I take it, 
Mr. Montague, that an unprofitable or a loss service 
is a service which produces less than its variable 
costs and not a service which produces less than 
fully allocated costs. 

MR. MAGEE: Are we getting into the problem 
of defining the word "compensatory"? - Because it 
came up the other day, and we realize we haven't 
given any answer to it. Is that what you are dealing 
with here or coming to? 

Q. No, it is dealing with variable costs 
and what is profitable and what is not profitable. 
But if you want to tie it in also with that and amend 
that in any phase you have, I will be very glad to 
accept it in that way. 


Thank you very much, Mr. Magee. I think 
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that is all I have for you, and I appreciate your 
patience, and I must say that I think the trucking 
organizations of Canada are fortunate to have you 
come here and answer questions which are put by people 
such as myself who have a job to do such as you have, 
and we appreciate having an Opportunity of asking these 
questions. 

MR. MAGEE: I enjoyed your cross-examination, 
Mr. Sinclair, but I am glad it is over. 

THE CHAIRMAN: Commissioner Balch? 

COMMISSIONER BALCH: No questions. 


THE CHAIRMAN: Commissioner Gobeil? 


CROSS-EXAMINATION BY COMMISSIONER GOBEIL: 

Q. Mr. Magee, under Section 4 on truck 
competition, on page 4.4, Mr. McDonald asked you 
the definition of "pseudo-competitive" which you use 
there in paragraph 11. 

MR. MAGEE: Yes. 

Q. And you said something like this, 
I believe, that it is that which appears in the 
disguise of competition, but which would not give the 
carrier a chance or would put him into bankruptcy or 
out of business, 

MR, MAGEE: I believe I said that, Mr. 
Commissioner. 

Q. In view of the 30% reduction in 
connection with the Maritime Freight Rates Act 


for traffic going out and the 30%, would you not conside 
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in the Maritimes those rates as pseudo- 
competitive? 

MR. MAGEE: Well, Mr. Commissioner, we 
have certainly spoken out strongly in our submission 
against the inclusion of the Maritime Freight Rates 
Act subsidy for the railway competitive rates in 
the Maritime provinces. I think that is, indeed, 

a situation where the truck operators must ° meet 
that competition, and they know that the rate that 
the railway charges contains the remuneration which 
will come through the subsidy, and they know that 
their own rate will not contain such remuneration, 

Q. That is on the face value it will 
look competitive and at the same time it is not 
at all because they know they will get either 20% 
or 30%. 

MR. MAGEE: Oh, yes, they know they 
are going toget that Mr. Commissioner. 

Q. That might be one of your definitions 
of "pseudo-competitive " rates, or wouldn't be. 

MR: MONTAGUE: Well, in the sense that 
when we use 2 pseudo-competitive rates we are particu- 
larly referring to a practice that would be independent 
of any os question, that is where our carrier 
said, Sie ane guise of SOmDeEL LICR: "I am going 
to pat in a ery low rate here," and in his secret 
Bina he had really made ie his mind he was going to 
get rid of his competition. In regard to the 


Maritime freight rates movement, I agree there is 
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2 a pseudo-competitive quality about Lt> abutait.is 
3 not in that sense we were using the term; we were 
4 restricting it to an operator who had put ina low 
5 rate on a commodity in the guise of competition really t 
6 do away with his competition. 
‘ Q. Going to Mr, Hume's table, in the same 
8 Peek on: on page 4.11b in the western to eastern 
) you give under statutory rates..23. I always thought 
10 that a statutory rate was half a cent. What is the 
11 -23 there? 
12 MR, MONTAGUE: This is, of course, calculated 
13| from the Weigh Bill Analysis, and there are a number 
14/ of things which could affect that. But this was 
15! just taken directly from the Weigh Bill Analysis. 
16 I could try and find an explanation of why there 
7 was a movement there for you, but I have not: done 
18] so to date. I would have to look at it very carefully. 
7 Q. But this would indicate that there 
20 may be some grain moving at a quarter of a cent. 
ai MR. MONTAGUE: In reality, of course, there 
22 is no western to eastern grain moving at the statutory 
23 rates, and what we came up against there was that in 
24 some instances there is a combination movement, and 
25! we found it very difficult to take it out of the 
26 total movement, so we showed it as being western to 
eastern. But, in fact, there is no western to 
eastern movement under statutory rates; it all ends 


at Port Arthur or at the western division line. 
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Q. Which I doubt you consider as eastern, 

MR. MONTAGUE: Yes. So it is really just 
a trick of trying to break this down. We came up 
against this combination movement, so rather than 
not show it at all we showed it as part of the 
western to eastern movement, and in that sense it 
is highly Suspect, but we have shown it because 
that was consistent with the way we were analizing the 
rates. Actually there is no movement under statutory 
rates from west to east. 

Q. In the other table 4.11d, Mr. Mauro 
and Mr. Brazier brought what looks to me interesting 
figures. Mr. Mauro called attention that on western 
to western there was almost 80% of the traffic 
moving at non-competitive prices, and Mr. Brazier 
calculated the average of non-competitive commodities 
for 1958, and he also showed a high percentage for 
the Maritimes and western to western. This 
non-competitive, Mr. Magee, I understand is supposed 
to be captive traffic, and there are two kinds of 
captive traffic: one because there is no other way 
of transportation. 

MR. MAGEE: Yes. 

Q. And there is another captive traffic 
which is captive because it is so that the truck 
cannot take it. Well, that will be the case of the 
Statutory grain. It is so low that you cannot touch 


it. 
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MR. MAGEE: As they stand now, that is 

quite correct. 

Q. As a matter of fact, it is better 
than competitive traffic, 

MR. MAGEE: Yes, 

Q. If you look at Mr. Brazier's percentage, 
you see for the Maritimes on non-competitive it 
runs above 80%, and investern to western, according 
to Mr. Mauro, it was nearly 80%, and Mr. Brazer said 
77%. Would it not be possible that the reason that the 
percentage of commodity non-competitive is so high 
is because those regions have too good a deal, that 
there 1s nothing to compete with in the Maritimes? 
There is the Maritime Freight Rates Act, and in 
the west there is the statutory rate, and there 
is nothing to compete with, so it makes a high per- 
centage of non-competitive traffic. 


MR. MAGEE: I am going to let Mr. Montague 


' deal with the western situation. I must say, Mr. 


Commissioner, although the Maritime freight rates 
Subsidization exists and has been in operation since 
1927, the trucking industry in the Maritime provinces 
has managed to develop, and we are competing with the 
railroads there under those conditions. We agree, 

as we stated in our brief, that the Maritime Freight 
Rates Act, or we contend in our brief that the Maritime 
Freight Rates Act is one factor which is holding 


down the development of the trucking industry in the 
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Maritime provinces. Now, in the western -- 

Q. How would you explain that in the 
Maritimes and in the west the non-competitive traffic 
is so high, it is nearly 8029 

MR. MAGEE: Mr, Montague is the man who made 
these studies for us. 

MR. MONTAGUE: We have never denied 
that there is a very high proportion of freight moving 
in these areas which is non-competitive. What we 
have said that if you look back as far as 1949 you 
will find the situation was even worse then, and there 
has been a steady improvement and a Steady growth in 
the amount of competitive traffic in both these areas, 
and we have developed an argument which says that this 
is due to the presence of the trucking industry, the 
fact that there is now, even though these areas are : 
Still subject to a high percentage Br are eee : 
rates, a growing development of competitive rates, aa 
this is due to the trucking industry. We don't deny 
that things have been cured as yet, but what we said 
that there is a cure going on, and we caution you 
not to take actions which would prejudice that cure. 
We say that the situation has improved over the years, 
and in 1950 it is better than it was five years ago 
or ten years, and that wes because of the presence 
of the trucking industry. On page 44.1ld, looking at 
western to western, agreed charges, for instance, 
1949, ‘the figures run from 97,956 to 660,954 in 1958. 


We have shown that there has been quite a remarkable 
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growth in this traffic, and it is not yet at the stage 
where we can say forget the whole position, but it 
has reached the situation where we can say take this 
into account. 

Q. You mean to say that the fact that there 
is not too much competitive traffic in the Maritimes 
as in the west is simply due to the fact that the 
trucks have not developed there as much as in the other 
parts of the country? 


~ MR. MONTAGUE; That is what we are saying. 


It has developed; it came first in central Canada, and 
it is now spreading to other parts of Canada, and we 
see the time when truck competition will be able to 
assist in any dis-balance that is caused by a high! 
percentage of non-competitive rates in these areas in 
Canada. We say that in time the trucking industry 
Will ameliorate that situation. 

Q. Correct me if I am wrong -- you see, in 
the Maritimes your percentage of non-competitive traffic 
is over 80 per cent, in the Maritimes, or Maritimes 
to eastern or eastern to Maritimes. On the other 


hand, western to western, Mr. Mauro used the 80 per { 


af; 


cent percentage, and Mr. Brazier used 77 per cent. 


But if you have a statutory rate which is a rate better 


oth 
fy 


than the competitive, if you include it with the ie 
competitive, you come up with 22.6 of non-competitive 
rate, and if you look at your Table 5.11 you have a 

table there which shows that the development of the 


trucks has been twice as good in Alberta as there was 
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anywhere else, and while in Saskatchewan it is almost 

as good as in Ontario and better than Quebec, and 
Manitoba is still better than Quebec. So it would 
explain my 22 per cent if you put it that way, that 

the west is highly organized as far as truck competition 
is concerned, whereas if you take the figures the 

other way the competition will be better in the west 
than it is in the east or in the Maritimes or in the 
central regions. It would make sense to your Table 
DeLee 

MR. MONTAGUE: If I am correct in understanding 
what you are saying, sir, it is that there are 
differences between the various percentages as shown 
here, even outside of central Canada, and you are 
asking why these differences are there. I agree the 
differences are accounted for by the different develop- 
ments of the trucking industry in these areas. I 
haven't covered your question about the grain rates, 
but perhaps the best way to handle it would be that 
when I go over the transcript I could get a better 
answer for you. 

Q. If the statutory rate is better than 
competitive, then there is no competition. If you 
include them, then you have Only 22 per cent of com- 
petitive traffic, and that low percentage,which would 
be the lowest in all Canada, could be explained by 
your Table 5.11 whereby you say that the trucking or- 
ganization in the west is the best in Canada or the 


One which has developed best. (Page 11585 follows) 
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MR. MONTAGUE: Yes, this would be satisfactor 
from the point of view of Alberta, but then, Manitoba 
and Saskatchewan -- 

Q. ---is still better than Quebec, on your 
table? 

MR. MONTAGUE: Yes, still better than Quebec, 
but still not as highly developed as Alberta. 

Q. But almost as good as Ontario and better 
than Quebec? 1 

MR. MONTAGUE: I think, certainly, you have 
a point, sir. At the present time I would like to 
think it over before I give you a proper answer on it. 

Q. Mr. Magee, Mr. Cooper asked you, on 
page 4.17, paragraph 54, in the middle of the paragraph 
-- you say, 

"If this is the case, any program of regional or 
sectional assistance should be implemented in 
such a way as not to disturb the workings of 
natural competitive forces." 

Mr. Cooper asked you what you meant by that, 
and you said it can be done by subsidization? 

MR. MAGEE: Yes. 

Q. And you also add that when you talk of 
Subsidy you talk of subsidy to the shipper. I think 
it was discussed later on, but I didn't quite get the 
point. How could you apply the bridge subsidy to the 
shipper? 

MR, MAGEE: Well, as we understand the bridge 
Subsidy, it is a subsidy that assists the shipper in 
regard to the trackage that runs through the rather 
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barren area across the bridge, and the railways are the 
instrument by which the subsidy is paid and by which t 
assistance is given. Our point in the submission is th 
we are getting an increasing number of freight rate 
reduction subsidies in Canada which require a reduction 
of railway rates for the assistance of the shippers, and 
for which the railways are compensated by the federal 
government, and we say that the time has come when the 
existence of the trucking industry should be taken into 
account and where these rather single minded chosen 
instrument subsidy policies should have regard for the 
interests of forms of transport that compete with the 
railways and are also important forms of transport in 
Canada. 

Q. You use the word "compete": I under-~ 
stood that the bridge subsidy was like the $20 million 
Subsidy --- that is, a subsidy which is given to class 
rates and non-competitive rate, isn't it? 

MR. MAGEE: Well,as I understand the pro- 
visions in the Railway Act in regard to the bridge 
Subsidy, there is no limitation on the way the subsidy 
is administered by the Board of Transport Commissioners 
regard to, for example, competitive rates and agreed 
charges. It is only that the Board of Transport 
Commissioners has chosen, since the bridge subsidy 
went in, to limit its orders requiring a reduction of 
freight rates to the non-competitive rates of the rail- 
Ways, but there is nothing in the Railway Act that bars 
the Board of Transport Commissioners tomorrow from ex- 


tending the rate reductions under the bridge subsidy to 
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traffic carried at competitive rates and agreed charges, 
as well as non-competitive traffic. 

Q. That is my mistake, I thought it was 
only the class rate and non-competitive, because, if SO, 
I was wondering how, if you enter into the picture, and 
it is given to the Shipper, then you are competitors, 
and if the subsidy is made for non-competitive rates, 

I could not see how you would come in. 

MR. MAGEE: I am glad you have raised the 
point, Mr. Commissioner. We were considering that, 
even if the statute directed the Board that the reduction 
could be made only to non-competitive rates, that, in 
principle,that subsidy should not be confined to the 
railways because of the fact that the non-competitive 
traffic of the railways, which used to be a very 
large segment, is shrinking constantly under the impact o 
competition and is potentially competitive. I can't 
recall the actual figure, but one-third sticks in my 
mind in regard to the revenues, I think it is, that are 
now accounted for by non-competitive rates. Anyway, 
there has been, according to the Board of Transport Com- 
missioners, a continuous diminution of the number of com- 
petitive rates in Canada. They are being replaced by 
competitive rates and agreed charges as a result of ‘the 
competition of the trucking industry. 

Q. But if the statute were, as I thought, 
applying only to class rate and non-competitive rate, 

So that you could benefit by that, the statute would 
have to be changed, because automatically the minute you 


come in there is competition? 
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2 MR. MAGEE: Yes,;"pat iff the argument that this 
3 traffic that remains is non-competitive traffic is traffic 
which is beyond the reach of the trucking industry, little 


% 

of it would be carried by the trucking industry even 
‘ if we were eligible for the subsidy. That theory is 
° true. But, we say that in a private enterprise economy 
7 that the increasing number of subsidies that are freight 
8 


rate reduction subsidies, but directed only to the rail- 
9] ways, pose, I would say, an immediate threat to the 

10| trucking industry, and, certainly, in the long term a 

141| Very serious threat to the trucking industry because the 


more of these that go in the more we are going to be 


12 
: faced with the several precedents on the statute books 
of paying out the subsidies, using the railways as the 
14 
chosen instrument, and we are going to be told, "This is 
15 


the kind of situation we live under in Canada and that 
16| we have lived with, and what are you truckers getting 
47] excited about? It is just another subsidy. You are 


18 not hauling it at the present time, so don't be upset 


te about it; you haven't got it, anyway." We say we may 
4 have it tomorrow or the day after, and we say if 
Canada is a private enterprise country we should have the 
‘i right to compete for it tomorrow and the day after. 
2 That is our position. 
23 


Q. In this subsidy business on page 5.11, 


24 paragraph 24, you say: 


25 "It is a difficult matter to prove how the low rail 
26 rates for intra-maritime shipments have harmed the 
07 trucking industry...." 


Do you think that as far as the trucking industry 
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9| is concerned the intra shipment for the truck has been 
3| more than the extra shipment -- that is, outside the 


preferred area or preferred zone? 


4 
MR. MAGEE: It is hard to tell. We have never 
5 
made that definitive a study of the Situation, but normallly 
$ the long haul trucking operations are the more difficult 
(\ 


operations to conduct, and certainly the westbound inter- 
8] provincial subsidy has its impact on the long haul sectio 
g| of the trucking industry. it is a factor. 


10 Q. As far as the extra traffic is concerned, 
that table at 11 (d) would seem to indicate that the 

4 trucking industry is more affected by the traffic going 

- outside ~- extra -- because the percentage given by 

x Mr. Brazier is higher, but I think it would be of 

14 


interest for the Commission --~- you see, you said somewhere 
15] that your revenue in dollars compared to the railways -- 
16) I think it was 34 or 35 per cent; that is for Canada. 

17| Maybe, it would be possible to obtain what it is for 

18 the maritimes extra traffic. If it is 10, then we will 


see what is the impact on the trucking industry. Do 


4 you think, Mr. Montague, that you could find something 
7 like that? 

4 MR. MONTAGUE: Yes, we will try and see what 
22! we can develop for you, sir. 

23 MR. MAGEE: Yes, we will take a look at that, 


‘™ Mr, Commissioner, and give the Commission. our views on it 
25 if we can. I think we will be able to develop something. 


Q. Again, on subsidization on page 5.16, -- 


26 
. Quebec had a nice time there with that 17 per cent. 
27 
I don't see exactly what all the fuss is about. 
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2 MR. MAGEE: You are referring to another 
3 submission, I think. 


Q. I am referring to paragraph 36 on which 


: Mr, Mauro asked you plenty of questions. 

: MR. MAGEE: Oh, yes. 

4 Q. And Mr. McDonald too. 

: MR. MAGEE: Yes. 

8 Q. What you mentioned there about the 


9| Quebec trucking you obtained from a questionnaire that 


10| you sent to all your members? 


111 MR. MAGEE: No, that was obtained from a repor 

2 given to us by the Trucking Association of Quebec. 

3 Q. You did not canvass the other provincial 
trucking associations? 

MR. MAGEE: Yes, we did, Mr. Commissioner. 

15 


What we did last year when the $20 million subsidy was 
16 mooted, and then instituted, was, we did conduct then 
17) @ Questionnaire of all the provincial trucking associa- 
18 tions in Canada to find out what impact, if any -- 


immediate impact there would be as a result of the 


1 

$20 million subsidy. The reason we did that was that 

i ble were making preparations to appear before the standing 
; committee on railways, canals and telegraph lines and 

e oppose the subsidy, and we wanted the information. We 
23 


intended to oppose it whether the impact was only potential 
4| rather than actual. 

25 Q. That is an expression that you used with 

| Mr. McDonald? 

7 | MR. MAGEE: Yes. 


Q. I disagree with you; you represent very 
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badly the trucking industry there, I think. 

MR. MAGEE: In what way? 

Q. When you say it is more potential than 
actual. However, excuse me if I interrupted you. 

MR. MAGEE: Yes, I was going to tell you 
about the results of the questionnaire. We received 
replies from all of the provincial trucking associations 
in Canada, detailed reports from each one in regard to th 
impact of the $20 million subsidy. We received no 
information from any associations, with the exception of 
Ontario and Quebec, that there would be any immediate 
impact from the $20 million subsidy. The Automotive 
Transport Association of Ontario, through their general 
manager, Mr. Goodman, who was at the hearings here last 
week, spent four days in an examination of railway tariff 
and came up with four rates out of tens of thousands of 
rates where it could be proved that the $20 million 
Subsidy would have an immediate impact on truck rates -- 
and I mean by "immediate impact" that the reduction 
caused by the subsidy would actually bring about a col- 
lission with an existing truck rate. We received from 
the Truck Association of Quebec a report on the impact of 
the $20 million subsidy, in writing, and that was very 
carefully examined by our staff and we found out that 
the tariffs which they had quoted in their report to 
US -- and this could well be the fault of my own office 
in not making some of the intricacies of the matter 
Clear to them -- were not non-competitive tariffs; they 
were motor-truck competitive tariffs and, as such, under 


the law were not eligible for the subsidy. That report 
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reached my office 24 hours before the parliamentary 
hearing began in April, 1959, and when we actually went 
before the committee we had no concrete information, 
other than the four instances given to us by Mr. Goodman, 
of any immediate impact from the Subsidy. On the third 
of March of this year I was in Montreal at a meeting with 
Mr. Archambault, and he showed me a new list of tariffs 
which I had not seen before and which were, according to 
him, railway non-competitive tariffs and which confi icted 
directly with truck rates in the province of Quebec. 
In other words, the $20 million subsidy affected these 
truckers in the particular areas, and on the basis of 
that information this statement was made in the submissio 
and we intended to ask Mr, Archambault, after we had 
filed the submission, for the Supporting information so 
we could present it to the Commission, and that was when 
I discovered Mr. Archambault was in Europe. However, 
we are going to make a study in Quebec; we are sending 
Mr. Montague to Quebec and he is going to make a study 
in detail in reply to the questions asked by Mr. Cooper: 
What were the railway tariffs that conflicted with the 
truck rates; what were the truck tariffs that were 
affected that were in existence in Quebec at the time; 
and, what was the loss to the truck operators. That 
information will be submitted to the Commission and to 
those parties to the inquiry. 

Q. I think the other provinces, except Quebec 
and maybe Ontario -- because you referred to Ontario -- 
were much wiser, and they had no time to lose, because 


it seems to me there was no need for an answer; it was 
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evident that the truck was losing by this Subsidy, and 
when Mr. Mauro cross-examined you, here is the note I 
took --- 

MR, MAGEE: Mr. Commissioner, you said it was 
evident this would affect the trucks? 

, Q. Oh yes, it seemed to me it was definite ly 
evident, and I took these notes when Mr. Mauro cross- 
examined you. This subsidy was given to take care of 
-- and you argued a little bit with him about that -- 
but it was given to take care of most of the people 
-- a Wage increase. 

MR. MAGEE: Yes, that is right. 

Q. Well, you have the same wage increase 
as the railways? 

| MR, MAGEE: Oh, very definitely. 

Q. The only difference is that you have many 
thousands of truckers, and you can't agree together, 
but there are only two railways, and some of the truckers 
would say that they needed a wage increase, and others 
would not, and you don't have your rate increase. 

MR. MAGEE: No. 

Q. There are only two railways, ad there is 
nothing wrong with that. 

MR. MAGEE: Yes. 

Q. And the same with the Great Lakes? 

MR. MAGEE: Yes, 

Q. So, you put up the umbrella to take care 
of the increase and you raise the salaries. 

MR. MAGEE: Yes. 


Q. Well, that is normal and correct. 
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MR. MAGEE: Yes. 

Q. If the railways were justified to have 
17 per cent, then the trucks were Justified too, because 
they should have had the same wage increase. 

MR. MAGEE: Yes, but the problem I was con- 
fronted with in going before the parliamentary committee 
was this: Suppose I had said -- and we have to 
remember that this subsidy affected only the non- 
competitive rates of the railways. 

Q. Yes, 

MR. MAGEE: The non-competitive rates of the 
railways in neariy all parts of Canada are far in 
excess of any of the existing truck rates --- far in 
excess of them, 

So, the problem I was confronted with, if I 
had gone before a parliamentary committee and said this 
$20 million has caused a reduction or will cause a 
reduction of a certain percentage of the truck rates, 
and it is to have an immediate impact or a collision, 
the first thing I would be asked before the parliamentar 
committee would be, "Give me the number of the tariffs, 
the railway tariffs, and give me the number of the 
truck tariffs where this collision would take place." 
That was the question I addressed to the provincial 
trucking associations across Canada. 

Q. But my reasoning is much simpler than 
that, and I am not trying to trap you. But, if the 
railways were justified to ask for 17 per cent increase 
on account of wage increases, you were too. 


MR. MAGEE: Yes. 
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Q. And they got their 17 pe cent increase? 

MR. MAGEE: That is right, sir. 

Q. And then, for the Shipper, it was 
reduced? 

| MR. MAGEE: Yes. 

Q. But the railways were compensated and the 
got their 17 per cent, while the truck business says the 
didn't have any Subsidy -- they had to be content with 
10 per cent, which was the final increase of the railways; 
am I right? 

MR. MAGEE: No, in most parts of the country 
the truck rates went up, but they would be going up under 
an umbrella of railway competitive rates, not under an 
umbrella of railway non-competitive rates. I know it 
cannot be demonstrated in the transcript, but the 
umbrella of the railway-truck competitive rates would be 
there (indicating) and your truck rates would be 
Somewhere around there (indicating) or under it or up 
above it, or close to it, anyway. On top of that you 
have got the non-competitive rates far above. Most 
of the truck rates were not in this sphere at all. 

They were down there, sir. 

Q. But you don't think these so-called non- 
competitive rates can be competitive? 

MR. MAGEE: Well, we have said in our 
Submission -- yes, I garde with you, that essentially 
they can be competitive, but let me put it another way, 
Mr. Commissioner: Suppose I had gone into the province 
of Manitoba and called a meeting a the truckers and 


Said, "Now, tell me, gentlemen, how many of you had to 
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reduce your rates when the railway rates came down under 
the $20 million subsidy?" The repat I got from our 
association there was that practically: no one in the room 
would have said they were even affected, because their 
rates were far below -- the truck rates were far below 
the railway non-competitive rates. The truck rates 

were at the umbrella of the railway competitive rates 

and the railway agreed charges, and they are much lower 
than these non-competitive rail rates -- much lower. 

Q. I will make it simpler than that. Wasn't 
it the case that the railways were asking for 17 per 
cent? 

| MR. MAGEE : Yes, 

Q. And they got their 17 per cent because 
of the $20 million subsidy? 

MR. MAGEE: Yes. 

Q. But, in fact, it was reduced for the 
Shipper by 17 per cent? 

MR. MAGEE: Ze5. 

Q. And since the trucks did not get the 
subsidy, they lost 17 per cent; isn't that what it is -- 
no? 

MR. MAGEE: I don't think I can answer in the 
affirmative, Mr. Commissioner, except in the examples I 
have given, We will take @nother look at this, 

Mr. Commissioner, but I know that I can say that generall 
they would not have been affected, and that all of the 
rates originally quoted to me in the written report I 
got from Quebec last year were motor-truck competitive 


tariffs which supposedly had been reduced by the subsidy, 
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but under the Freight Rates Reduction Act, those rates 
were not eligible for the subsidy, so if those rates 
were reduced it did not come about as a result of the 
subsidy. There is only $20 million to spend,and I 
think the railway freight revenues were over $1 billion. 
So, to spread the $20 million out -- it has got to be 
confined to one segment of the railway freight rate 
structure, otherwise it is all dispersed and nobody 


sees any of it, and they are not happy about it at all. 
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MR. HUME: Mr. Chairman, may I take this 
opportunity to put on the record the recalculated table 
as requested by Mr. Sinclair this morning? At page 
10518, line 20, the word "not" should be removed sO 
that the transcript says that the tonnage of freight 
moved by urban trucks does appear to have been cal- 
culated. The table appears at page 10521 and is a 
recalculation of the figures for 1957 based upon the 
percentage breakdowns that were done by D.B.S. for 
1958. I propose to give this to the reporter and have 
these taken into the record at this time. 


THE CHAIRMAN: That is all right. 


1957 RAILWAY AND TRUCK TRANSPORT IN CANADA 
nl ateniasiemeaeninnomenaieeinnisniarotone tee Ree tH GAN AOE 


INDICATOR RAILWAYS TRUCKS (FOR TRUCKS AS 

HIRE ) % OF 
RAILWAYS 

Tonnage 

Handled('000t) 197,010 89, 646 45% 

Freight 

Revenues 

($'000, 000) 1,100 339 33% 

Ton-miles 

("000, 000) 71,047 4434 6.2% 


MR. SINCLAIR: At the same time, that figure 
294 as shown on the top of page 3.2, that would be, 
I take it, a percentage reduction, I think 25 per cent 
ae 

MR. MONTAGUE: These figures are duplicated 
in the table and the figures on the previous pages 


Will be as in the table. 


THE CHAIRMAN: Well, the table will be amended. 
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COMMISSIONER GOBEIL: Q. We were on the 
$20 million subsidy, page 5.16 and on the next page 
I think this question was asked by Mr. Mauro of Mr, 
Montague. Mr. Mauro, I believe Suggested that the 
$20 million subsidy was self-liquidating because it 
was only a one-year subsidy, but I Suspect Mr. Montague, 
and I would like you to tell me if I am night; that 
what you mean by a self-liquidating subsidy is not 
one which is for a definite period of time but it is 
one that would correct the situation in a certain 
period of time. Am I right? 

MR. MONTAGUE: That is right. That is 
what we were getting at, we object to Mr. Mauro des- 
cribing this as being a self-liquidating subsidy. 

Q. This subsidy then will not be self- 
liquidating at all because of the situation that was 
there last year is still there. 

MR. MONTAGUE: We have to consider this, that 
it is self-liquidating so far as it won't be there 
if the statute is deleted but by its very nature it 
is not a self-liquidating subsidy, it is a subsidy 
which does not cure an ill. 

Q. And that is what you understand by a 
self-liquidating subsidy? 

MR. MONTAGUE: Yes, that is correct. 

Q. Again on subsidy, on page 5.20 Mr. 
MeDonald asked Mr. Montague about this Crow's Nest 
Subsidy and how it can apply to trucks and you said 


that now there are limitations but maybe in another 
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ten years from now the truck could compete under 

Crow's Nest subsidies especially if the Bubsidy was 

given -- that is what you said, I believe? 

MR. MONTAGUE: That is correct, yes. 

Q. It means that maybe in ten years, as 
you say, the truck may take part of the burden or 
advantage of the subsidy, but if the truck cannot take 
it all, cannot take 100 per cent of it, it would mean 
that the trucking industry would get the best of the 
subsidy and the railways will be left with the worst 
part of it. That might happen? 

MR. MONTAGUE: Well, this is the line of 
questions that Mr. Sinclair put to us and again our 
answer 1s that if in the view of the people who are 
shipping, if that is the view of the people who are 
shipping the commodity then we obviously won't get 
the shipments. 

Q. I am a shipper and in view of the fact 
that the subsidy is given to the shipper I choose you 
for my carrier for part of the traffic you go at a 
better rate to me but for the worst part where there 
is money lost the railways are obliged to take that 
part. What I mean is, you do not have any contract 
and they have to stick to the worst part of the 
contract. 

MR. MONTAGUE: I think all this discussion 
presumes that the conditions under which the grain 
moves today will be the same as the conditions under 


Which grain moves five or ten years from today. We 
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are suggesting that these conditions msy change and 

the burden which the railways now complain of in regard 

to this movement may not, for various reasons, be 

present five years from today. If that were the 

case then we think we would be justified in handling 

some of this traffic. 

Q. But it will not change 100 per cent 
tomorrow; next year perhaps 15 per cent will change 
and you can take it and another five years another 85 
per cent will change and you will take that -- that 
would be a total of eight years -- but at the end 
of that eight years the railway will be left with the 
most unprofitable and you will get the best. 

MR. MONTAGUE: I can give you one hypothetical 
example of where trucking might move into the field 
with the blessing of the railway. That is where the 
railways have requested the abandonment of certain lines 
and it becomes a question of how the farmer who has 
been serviced by that line will move his grain to 
the railway for shipment to the export point. Obviously 
it has to go by truck, either the farmer's truck -- 
the farmers complain about that, he says he does not 
want to bear the extra cost -- or someone else's 
truck, The railways may get that trucking. On the 
other hand, it may be possible to have a private firm 
gO in and compete for it but there is a trend which 
is now taking place in western Canada and which could 
come into trucking movements. We say that is the 


Kind of thing you have to expect in the movement of 
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(Gobeil) 
1 
2 our grain products in the next ten years, 
3 Q. There are some cases where you will get 
4 the blessing of the railways but in other cases you 
5 will get -- 
6 MR. HUME: The other thing. 
7 Q. Well -- on the agreed charge, Mr. Magee, 
g| on page 6.8, paragraph 24, Mr. Cooper asked you why 


9 you were going for the 50 per cent and your answer 


10 was because you -- you were a little vague about it -- 
mi you said because your Board asked you to ask for So 
12 per cent. Later on Mr. McDonald in cross-examination, 


13 you told him that you did not think that the truck 
has the economic trend to make agreed charges like 

15 the railways, that is 75 per cent up to 100 per cent. 
16 Would that not be the reason why you are asking for 
47 20 per cent because you would not get competition 

18 with the 75 per cent? 

19 MR. MAGEE: Yes, that is correct. I realize 
20 the way I gave my answer to Mr. Cooper may have left 
91 Some misunderstanding. He said, "Why not 75 or 85 

9) Per cent?" And I think I answered then, as you say, 
3 because our Board of Directors instructed that it 

24 be 50 per cent. The reason for the limitation that 
25; We are suggesting is to preserve some competition 

96| in the movement of traffic that is affected by agreed 
97| Charges and allow some opportunity for truck operators 
298| to compete for that traffic. 

29 Q. And at the same time, if it was 75 


0} per cent you could not do it, that is what you said also? 
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MR. MAGEE: That is right, sir, that we would 
not have the economic strength to tie the shippers to 
that low rate arrangement, to a fixed percentage of 
the traffic. I made an exception of two or three truck 
lines in Canada that I know of and pointed out that 
according to my information they did have, as far as 
I can find out, what I would call the railway style 
agreed charge, but the vast majority of the operators 
are simply not in a position to do that. If they 
were in that position they would do it in provinces 
where the regulations did not stop them. 

Q. Under these agreed charges you have your 
reasons and the railways have theirs, but thinking 
of the public interest, what about the shipper? If 
I sign an agreed charge I would like to have fie best 
advantage and I sign for a per cent I should have a 
better deal than 50 per cent and my interests would be 
protected. They way you do this I am not protected 
any more, The railway would give me a good rate if 
I cannot bargain with him more than 50 per cent. 

MR. MAGEE: Well, our proposal amounts to 
leaving the railways with a leeway of 50 per cent 
of the particular commodity to bargain for and it 
may be that there will continue to be competition in 
the direction of that traffic. This 100 per cent 
agreed charge advantage, in any of those agreed charges 
where it is 100 per cent and which is traffic 
Susceptible to highway movement, it is traffic that 


is sealed off from truck movement and truck competition 
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for the duration of the contract. 

Q. But I am the loser because I suspect 
I will have a better charge if I can give 75 or 100 
per cent. 

MR. MAGEE: You might be the loser. 

Q. Do, you think that is easy to determine? 

MR, MAGEE: No, I think it is difficult to 
determine, Mr. Commissioner, whether the rate is 
lower than necessary to meet the competition. 

Q. You said you would oppose it. Has your 
association ever applied to the Board under that 
Article? I think you said to Mr. McDonald that some 
appeal was done in 1957, but that was not established 
on that, it was on the first one, it must be compen- 
satory, I believe. 

MR. MAGEE: No, it was on both. I think we 
made an application to the Board of Transport Com- 
missioners in 1957 for the disallowance of what was 
known as the Western Canadian Incentive Rate which 
was a very precipitous rate case made by the railways 
in western Canada and many of the order of 40 per cent 
and some down over 70 per cent. We made an application 
to the Board of Transport Commissioners for the dis- 
allowance of those rates on the two grounds, first 
of all, that they were not compensatory, secondly, 


they were lower than necessary to meet the competition. 


(Page 11610 follows) 
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The next thing that happened was that the 
Board of Transport Commissioners held a hearing in 
February, 1958, which was confined to the legal question 
of whether the trucking industry, under the Railway Act, 
had the right to make an application of this type to the 
Board of Transport Commissioners, and the Board held 
that we were not a party interested and we were, in 
effect, out. Then the Board Simultaneously, in the 
Same decision, announced that under its powers it would 
eeaaiet an investigation of those rates under its own 
motion, and it would permit Canadian Trucking Associa- 
tions to appear as a witness, and the hearing was held 
later in 1958, and we called SY TSeRCEs we were represented 
by counsel, and the decision of the Bard was that the 
rates were compensatory and that. they were not lower 
than necessary to meet competition. 

Q. Now, the Highway Transport Act, at page ab 
10.23, aye 

MR. MAGEE: Leszoade) 

Q. We have heard a lot from Mr. Sinclair 
about cum-Winnipeg in connection with the associations 
and forwarders, 

MR. SINCLAIR: That is spelled wrongly in 
the transcript. Apparently some gentleman here told 
the reporters that there were no Latin scholars in 
Winnipeg, and naturally we expected that to come out in 
the transcript as "eum", not "kum", 

COMMISSIONER GOBEIL: Q. Mr. Sinclair 
told you that if those people are saving in costs -- I 
Was wondering why they should not be permitted in the 
interest of the public, and all those things. Would 
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you tell me what would be the difference between a 
licence for a for-hire truck, a big one, and a private 
truck, say, in the province of Quebec? We always pay 
more there. 

MR. HUME: Mr. Commissioner, I have the 
figures, and perhaps I can give the answer and you can 
ask Mr. Magee any questions which arise from.1c., 

Taking a three-axle tractor with a semi-trailer unit, 

as representative of a large interprovincial highway 
carrier -- you may be surprised to find out that Quebec 

is not by any means the largest charger -- in Ontario 

it is $769.00, and in addition to that the for-hire 
carrier pays an additional $262.50, or a total of $1031.50. 
That is per year. So that the private carrier moving 
the goods from Toronto to Winnipeg would pay $262.50 

less than the commercial carrier. Then if either of 
these vehicles is put on a piggyback the provinces 
involved would lose the gasoline tax or diesel tax, 

Which can be estimated at roughly $35.00 one way, 

Toronto to Winnipeg, 1300 miles, and in Quebec the differ 
ence is only about $38.00, whereas in Ontario it is 
$262.00. In Manitoba, the other end of the run, Manitoba's 
fee is exactly the same for both, but they charge a 

trip permit, and it would depend on the number of trips 
per year and the number of times the vehicle runs, 

and the trip fee is only charged against the private 
carrier and not the for-hire carrier. 

COMMISSIONER GOBEIL: Q. Soif it came 
into Winnipeg and the forwarders save money after a few 


years, many might imitate them and say: "We will do the 
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2 same", and if it comes to 50 per cent of the traffic 
3 in Ontario, that might mean quite a loss of revenue to 


4 the province. 


5 MR. MAGEE: Yes. 
Q. You don't know what it would represent? 
; MR. MAGEE: No, I can't give you an exact 
' figure. 
8 Q. Say on a basis of 50 per cent. 
9 MR. MAGEE: No, I could not give you an 


10 exact figure, but it would certainly represent a loss of 
11 ‘revenue to the provinces, and the uncontrolled extension 
12 of this was the point I was getting at when I was 
answering Mr. Sinclair's questions, that is the fact that 


13 

we have a regulated trucking industry in Canada now in 
14 

many provinces and that we have to be eareful that the 
15 


regulatory system is not seriously damaged by these 
16 developments, if, in fact, we should have regulation. 
17 Q. On the next page, Mr. Magee, in answer 
18 to Mr. Sinclair again, talking about intraprovincial 
truck traffic, you said that, I believe, in principle 


19 
20 you don't want to see that traffic regulated by a federa 
board? 
21 
MR. MAGEE: No, we don't want to see the 
22 Pe 
traffic which is purely intraprovincial, consisting of 
23 


trucks that do not go outside the province in which 
24 their home terminal is situated, turned over to the 
25 federal jurisdiction or control. 

26 Q. At the same time, you don't share the 
27 view, like the government of Ontario, who has no rate 


regulation, but in spite of that you still want to see 
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it on a provincial level so that eventually something 
will be done and the principle will be safe. 

MR. MAGEE: That is right; we would like to 
see rate regulation in Ontario, and in our federal act 
something similar to that which exists in the province 
of Quebec and has existed there for some considerable 
time. 

Q. My last question is on your paragraph 12 
of that page. I am not a lawyer, but to me what you 
say there in a nutshell means that the federal Minister 
of Transport would regulate or at least have the final 
word on provincial tariff rates. 

MR. MAGEE: These would be extraprovincial 
rates, Mr. Commissioner, which are already within the 
federal jurisdiction under the Privy Council decision. 

Q. But not applied. 

MR. MAGEE: No. The parliament of Canada 
has exercised its jurisdiction by passing the Motor 
Vehicle Transport Act, but the Transport Boards across 
Canada appointed as the federal controlling agencies 
under that act have not chosen to use their discretionar 
powers to control extraprovincial rates, and they can 
only do that under the act if they are already legally 
empowered to control interprovincial rates. The only 
situation in which the Minister of Transpart would T 
come into the picture would be to break a tie vote 
between the boards, and I would think that that would 
happen very seldom. 

Q. That is your paragraph 12.2, when you sa 


an appeal shall be had of the Minister in the deadlock. 
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MR. MAGEE: Yes, 

Q. And you can see that any Minister would 
want to do that? 

MR. MAGEE: Well,I suppose maybe if I were 
the minister I wouldn't want to be involved in it, but 
ministers are there to exercise public responsibilities 
and someone has to do it. But it would not necessaril 
have to be the minister; it would be some person or 
authority which exists to take care af deadlocks should 
they result. 

Q. But in principle any province could 
say the truck rates are under the jurisdiction of Ottawa 
-- in principle. 

MR. MAGEE: Under this act? 

Q Yes. 

MR. MAGEE: Yes, we believe that the legal 
fact of life is that they are under the jurisdiction 
of Ottawa right now, except that control is not being 
exercised. 


THE CHAIRMAN: Mr. Anscomb? 
BY COMMISSIONER ANSCOMB: 


Q. Mr. Magee, one point. Looking at this 
famous Section 15, under your bill, in effect I take it 
that means that if it was in effect tomorrow, it is 
a restriction on trade. In other words, you would 
tie the railways to do only 50 per cent of my business, 
or my colleague's business, and you do that because 
there would be competition for the remaining 50 per cent; 


is that right? 
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MR, MAGEE: That is correct. 

Q. Is there anything today which stops you 
from competing with that agreed charge at the end of the 
life of the agreed charge? Assume I have got one in 
the 90 clause. If I say I don't want it any more you 
might come along and offer me a cut rate, Is there 
anything to stop you doing that now? 

MR. MAGEE: If a truck operator isin an 
Economic position to do that, there is nothing to 
prevent him doing that. 

Q. Then I fail to see why you ask for this 
50 per cent. 

MR. MAGEE: Well, it gets mainly at the 
100 per cent agreed charges. 

Q. But you admit that if I have got it you ca 
crack it. 

MR. MAGEE: I said if the economic circumstancds 
of the trucker permitted it. That is what we are 
doing now in the case of some agreed charges which 
represent 15 per cent or 25 per cent that may move by 
other forms of transport, forms of transport other than 
rail; truckers will try to compete with that traffic. 

In some cases they are not agreed charges but rates 
where the rates are higher than those contained in the 
agreed charges, but because of service factors they have 
been able to make those rates and get the agreement of 
the shipper to them, but quite often that is impossible. 

COMMISSIONER ANSCOMB: That isvall. 

THE CHAIRMAN: Mr. Mann? 
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BY COMMISSIONER MANN: 


Q. Perhaps, Mr. Magee, to keep the record 
continuous, may I just ask ya something which arises out 
of Commissioner Anscomb's questions. You say there is 
nothing to prevent a truck operator making an agreed 
charge with a shipper if his economic circumstances 
allow him to do so. What I want to ask you is, is 
there anything to prevent two, three or more truck 
operators from getting together and making an agreed 
charge as a group of carriers over a given route with 
a shipper? 

MR. MAGEE: No, there isn't, Mr. Commissioner. 

Q. Would there be any fear on the part of 
the trucking industry that you might contravene the 
Combines Investigation Act if you did that, having no 
statutory exemption? This perhaps should not be 
addressed to you and should not be asked by me in the 
first place, but perhaps we can have a go at it. 

MR. MAGEE: Yes, quite; it is an important 
point. Well, under the Combines. Act we are not 
supposed to sit down in the trucking industry and discus 
rates with each other. 

Q. So if you were able to do that, the 
economic circumstances of a number of carriers could mak 
it possible to have a rather effective agreed charge 
for a particular traffic, would it not? 

MR. MAGEE: Yes, that is a possibility, 

Mr. Commissioner. It is a possibility,and I have 
heard it discussed occasionally, not at an association 


meeting, but agreed charges are. always being discussed 
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in the trucking industry, and that is something I have 
heard discussed. 

Q. Now, Mr. Magee, you had quite a discussion 
with Commissioner Gobeil on the effect of the $20 million 
subsidy, and I take it from your replies that you have 
not been able to establish in nine provinces that the 
$20 million subsidy has been harmful to the trucking 
industry, and you have had certain allegations from 
Quebec which you are in process of substantiating 
now. Are you aware as to whether or not the $20 million 
subsidy has had an effect on the trucking industry, or 
are you concerned with a principle? 

MR. MAGEE: I think the principle is by far 
the most important part of it, Mr. Commissioner. 

Q. And that principle is that if a governmen 
gives a subsidy to one carrier it automatically prejudice 
a competing carrier to whom the subsidy is not given. 

Is that the principle you are trying to make? 

MR. MAGEE: Yes, sir. 

Q. Now, Mr. Magee, can we turn to pege 2.2 of 
your submission? 

MR. MAGEE: Yes. 

Q. You say in paragraph 4: 

"Every increase in transport costs is bound to have 
its greatest effect upon the areas located furthest 
from the markets." 

Now, may there be some positive effects of 
increases in transport costs? For instance, you have 


heard the so-called tariff wall argument. 
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MR. MAGEE: Yes, I have. 

Q. That would be a positive influence of 
freight rate increases, would it not, as far as shippers 
are concerned? 

MR. MAGEE: Well,there is an argument on the 
point, and I am not under any instructions to express 
any views on it. I don't mean argument within the 
association; we have just never decided our viewpoint 
on that particular matter. But I know that it is 
contentious elsewhere as to whether it is a positive 
benefit or not. 

Q. If freight rate increases led to the 
establishment of a branch plant of a company in western 
Canada that previously did not exist, would that be a 
benefit to the trucking industry because what was once 
a long haul has now been transformed into a short haul? 

MR. MAGEE: Well, one fellow would lose the 
traffic and another one would pick it up, Mr. Commiss- 
toner. I think I said "one fellow". My reference 
was to trucker, 

Q. Now, on page 4.5, Mr. Magee, you talk about 
the corrective effect of competitive forces with regard 
to regional transportation level. 

MR. MAGEE: Yes. 

Q. And you say: 

"In fact, we have a typical example of the phenomeno 
of a 'diminishing gap' -- the gap between central 
Canada and peripheral provinces tends to diminish 


with the growth of competitive forces there." 
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2 Now, on page 7.1 you state your basic position 
3 on competition, and this is the way you state it: 
"The best regulator, and the best protection for th 


= 

user of transport services, is competition; the 
; fostering of competition and not the protection 
‘ of vested interests should be the aim of a 
7 rational transport policy." 
8 Now, what I would like to ask you is this: 


9 Is this an argument for complete freedom of competition? 


Take it to its ultimate conclusion. Is that what 


10 

i that would hated In its essence, is that an argument 
for complete freedom of competition? 

a MR. MAGEE: It is an argument for as much 

“ competition as you could have, Mr. Commissioner, subject 

14 to the necessary legislative safeguards as we see them 

15 to preserve competition. 

16 

17 

18 

19 

20 


(Page 11622 follows) 
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Q. Perhaps we might discuss that for a 
minute. It is, I suppose, true that basic to your 
submission is a.belief in the efficacy of competition? 

MR. MAGEE: Yes. 

Q. And that means competition between 
different types of carriers and between firms in the 
same type of carriage -- intra and inter-modal 
competition? 

MR. MAGEE: That is right, Mr. Commissioner, 

Q. Would you say the best way of en- 
couraging competition inter-modally or between two 
different modes of transportation is to provide for 
a minimum of regulation? 

MR. MAGEE: Yes, we think that there should 
be a minimum of regulation. 

Q. You also believe that on no account 
must one form of transportation be regulated for the 
benefit of another; that is also basic, I suppose, 
to your submission? 

MR, MAGEE: That is our belief. 

Q. Does it follow from that that the role 
of Government in regulation should be neutral? 

MR. MAGEE: Generally, yes, except when we 
get back to our safeguards. 

Q. Yes, I will come to that right now: 

I suppose two reasons for regulations are, one, to 
ensure that the public is protected against any 
abuses of monopoly? 


MR. MAGEE: Yes. 
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Q. You say something to this effect on 
page 2.3, paragraph 8 (11). That would be one function 
of regulation -- to protect the public against any 
abuses which might result or flow from monopoly? 

MR. MAGEE: Yes. 

Q. Would another function of regulation be 
to ensure that competition between carriers of the 
same type or carriers of different types is not 
destructive? 

MR. MAGEE: That is our view. 

Q. But why should there be concern about 
destructive competition if there is a safeguard against 
monopoly abuses? I suppose this is, perhaps, a little 
unclear, and I have left out a number of intermediate 
steps. Let me put it this way: The end result, I 
suppose, of destructive competition is either the 
death of all -- one mode -- or the survival of the 
strongest, in which case I suppose one could argue a 
monopoly has been re-established? 

MR. MAGEE: Yes. 

Q. Then, if there are safeguards against 
monopoly abuses, why should there be any concern with 
destructive competition? 

MR, MAGEE: Because the purely destructive, 
what I would almost call frivolous competition in the 
case of the trucking industry, we believe, is not in 
the interest of the industry, and is not in the interests 
of the shippers, although the shippers themselves 


may not agree with us about that. 
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Q. I have often heard it said that the 
shipper is interested in having a stable transportation 
industry? 

MR, MAGEE: Yes. 

Q. And I suppose this may be one of the 
reasons why destructive competition may be undesirable? 

MR. MAGEE: Yes. 

Q. Can you achieve the two goals of 
regulation we have just discussed, namely, the 
prevention of monopoly abuses and the prevention of 
destructive competition -- can you achieve those two 
purposes by the regulation of maximum rates in the 
case of siouaeple and minimum rates in the case of 
destructive competition -- a sort of two-pole proposition-- 
maximum rates to prevent monopoly abuses, and minimum 
rates to prevent destructive competition? 

MR, MAGEE: I think you can do it if the 
regulation is not of the shackling, too onerous nature. 

Q. Then, the competition could take place 
between those rae poles? 

MR. MAGEE: Yes. 

Q. Cost characteristics between different 
modes of carriage are not identical? 

MR. MAGEE: That is right. 

Q. Then, if we do work within these two 
poles of maximum and minimum rates, does one have to 
establish the maximum and minimum rates differently 
for each type of carriage bearing in mind the different 


cost characteristics of the different modes of 
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transportation? 

MR. MAGEE: Yes, to some extent, I think 
you do, Mr. Commissioner. That is one of the factors 
which caused the defeat of our appeal in the Incentive 
Rate Case. We were told about the railway cost 
situation and the Board of Transport Commissioners! 
decision in no uncertain terms and that is something -- 

Q. Well, if you do that, I run into some 
aifficulty with this thing: What do you do within 
one mode of carriage where you have a weak and a 
strong carrier over a given route? How do you fix 
your bench mark rates? Do you fix them on the basis 
of the strongest carrier, the weakest carrier or do 
you fix them on an average policy? Some of these 
questions require a little thought. 

MR. MAGEE: Yes, I would like to think about 
that, if I may. 

Q. Moving on a little bit with that: In 
setting maximum and minimum rates would you say true 
costs of carriage must be first found and then used 
as a point of departure -- first, they must be found, 
they must be ascertained? 

MR. MAGEE: Yes, I suppose upon complaint 
about the rates there would be an experience built 
up as to the criteria that would be used. 

Q. I wasn't coming so much to the mechanism 
right now, but it is essential for the development 
of minimum and maximum rates that someone aa some 


knowledge of the true costs of the carrier? 
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MR. MAGEE: Yes, I think that is essential 
if you are going to have rate regulation, 

Q. If a carrier receives a subsidy, this 
tends to obscure his true costs -- does it? 

MR, MAGEE: Yes, I think it does. 

Qs Similarly, if a carrier receives tax 
exemptions or tax benefits, or pays insufficient for 
the use of Government-provided facilities, this would 
also obscure his true costs? 

MR. MAGEE: Yes, I would think so. 

Q. Once these bench mark rates have been 
established and the process has been devised for 
changing them in the light of ever-changing costs, 
is there any need then to determine specific rates 
by regulation? 

MR, MAGEE: Well, we feel, Mr. Commissioner, 
that in regard to the determination of specific rates, 
that would only come about under the regulatory system 
that we have proposed on complaint by the shipper; 
in other words, we have tried to leave the rate 
regulation as flexible as possible to take into account 
some of the differing characteristics that you have 
been outlining. 

Q. Suppose you have a haul on which there 
is most extensive competition for a given range of 
commodities: Can you rely on competition, and competition 
alone, to protect the public against monopoly abuses? 

MR. MAGEE: I am sorry, could I have that 


again? 


nolttitegmos bas ,nolti¢vegmos oo yler- voy msd raett bom ’ , 


letineaes et sedd aatdt t .eeY 

Mottalaget otet ered oxi 

aris .“btedve’s sevisoet cijegnatauimaamanle 
Stk agob =-- etRoo oust. ekg enusedo ot” 

,geob oh antdd .ooY :SROAM AM 60 on 

xet eevtsoot velytso 8 tf .ydvetimte® 949 5) | - 


To? taetoltivant eyeq To ediiened xst oa eae: ni 


hiwow pid ~peltiitost pebiverq-dnemmevod to easy: ont 
Seteos ovat ald vinsitedaae 
.o8 waatdid Bivow I ,poY sSEPAM AM v ‘ 
nged evad sete sire domed saat e900 4 6Bin es 

vot bertved need sed agsoo1g ong bis becatidatas \, 
.ateeo aritaneio~veve to oigil ent mb mors: SLOAN: 
eater olftroeqs ontanegeb, od oun been yas exedt et 
en we 

.sonohwetmme) .oM . fest ew ,ffe¥ saRiDAM FIM 
peter oLtiooge +0 coLtaninxeteb eit ot busget mt taddd . 
mecayve yrotalugey ent sebas Juods emoo ving bivow tad. & 
eqqide ent yd guteiqnos 0: tahoe shone atakeae q 
sisy ent eveel o¢ botat ever ow .ebtow orto. at i 


duosos otnot eased ot sldtesog as efdixel? as notssivaes J 


oh 


eved voy tedd eotéstretosrado gaizelitb edt to emoe | 
.gatntivue need 
svertt cdotdw co LIvadl s ered yoy exoggua, 2 via 


to egcrét nevitg 6 got motdtseqmos evlensdxe Jaom at . 


faseude yLogorom Jantege olidug edt Joetouq oF .enole 


dedt sved I Biwoo ,y¥x10a me I =:SaRAM .AM,. Se 
‘ees 8 


a 


ANGUS, STONEHO : 
TORONTO, ONTARIO aria o-— 11627 
ann 


Q. If you have very intensive competition 
for a range of commodities over a given route, can 
you in the face of this extremely intensive com- 
petition rely on it to protect the public against 
monopoly abuses? 

MR. MAGEE: You can, and then again, 
possibly, you can't. The reason I say that is that, 
suppose under the regulatory system carriers get to- 
gether in regard to the rates. 

Q. Yes. Then, although it appears that 
by the number of franchises available that there is 
competition, this competition has been lessened by 
the meeting of minds? 

MR. MAGEE: That is -- yes -- 

Q. Supposing it has not been lessened and 
it were there in full bloom: Would you then need 
maximum rates which I think we agreed earlier were 
necessary for the protection of the public against 
monopoly abuses? 

MR. MAGEE: I wonder if I could consider 
that in relation to the earlier question? 

Q. Certainly. Supposing you have a haul 
for which there is no competition for a given commodity: 
Do you then need minimum rates? 

MR. MAGEE: I would like to think about 
that one. 

Q. And finally -- and I realize these 
require a bit of thought -- can you, if both these 


things are true, can you have variable regulatory 
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standards for different types of traffic or for 
different types of localities? In other words, can 
you have a departure from a uniform standard of 
regulation if you have different conditions either 
for given ranges of traffic or different localities 
in this country? 

MR. MAGEE: I think so. 

Qn On page 4.17, paragraph 54 -- ana you 
also deal with this in Volume 60 of the daily trans- 
eript at page 10876 -- you say that any program of 
regional or sectional assistance should be implemented 
in such a way as not to distrub the workings of 
natural competitive forces; and, in the daily trans- 
eript I have referred to you say, "If you single out 
one form of transportation in a competitive trans- 
portation environment and select it as a designed 
(designated) instrument for subsidization for the 
Federal Government, then you are disturbing the 
workings of natural competitive forces." Supposing 
the Government of Canada gave a subsidy or an interest- 
free loan to the railways in respect of the acquisition 
of rolling stock or something like that: Wouldn't 
you think that would upset the workings of the natural 
competitive forces in this country? 

MR. MAGEE: Yes, I think that would have an 
impact on that. 

Q. Similarly, wouldn't it have an impact 
if the Government of Canada decided, next year or some 


time in the future, to build a second trans-Canada 
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highway -- would that upset the workings of the natural 
competitive forces? 
MR. MAGEE: It would depend on the manner 
in which the use of the highway was paid for and whether 
it was fairly done. 
Q. If there were user charges, it would 
not upset the workings of competitive forces. Similarly, 
if the railway were to be asked to pay an interest 
rate on any loan that may be extended to it by the 
Federal Government, that would not significantly dis- 
rb the workings of natural competitive forces; is that 
what you are saying? 
MR, MAGEE: Yes. 
Q. Turning to page 6.8, this is the much 
discussed 50 per cent restriction on railway agreed 
charges. Now, supposing that went into law and I, 
as a very large company, said to Canadian Pacific and 
Canadian National, "Well, I know that I can only by 
law give you 50 ae cent, but, in effect, you will 
get 100 per cent", and, being a large company and 
of some repute in this country, and a company that 
does not break its word easily, would you think the 
railways could pretty well rely on the undertaking I 
have given? Mr. Sinclair suggests the answer is 
yes. 
MR, MAGEE: I am not sure whose undertaking 
this is, but I would say yes in either case -- 
certainly in regard to the railways -- any undertaking 
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3 Q. Oh yes, both parties being reputable. 
3 If the shipper says to the railway, "Although under 

4 the law I can't sign a contract for more than 50 per 
5 cent, I will tell you now that I will, in effect, 

6| Stve you 100 per cent", and this is what you con- 

¥ templated when you contemplated the existence of that 


wen you discussed it with counsel earlier. 


8 

9 MR. MAGEE: Yes, 

10 Q. And you would, surely, not think that 
1 a large industry would easily break its word given to 
12 the railways to give the railways, say, 95 per cent 
13| Of the traffic -- 45 in excess? 

14 MR, MAGEE: No, I think you are right,.Mr. 
15 Commissioner. 

16 Q. Well, in setting the rates for agreed 


17 charges, the railways, knowing that they will in effect 
have 95 per cent of the traffic, would you not think 
that the rate they set would take into account the 

20 volume they can expect? 

MR. MAGEE: I would certainly think so. They 
2 would be free to lure the whole 100 per cent to the 

23 railways if they could make it stick, despite the 50 


94 Per cent limitation. 


---A short recess, 


29 (Page 11634 follows) 
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BY COMMISSIQNER MANN: 


Q. Mr. Magee, on page 8.4 in paragraph 
12 which runs over to page 8.5 there is this sentence 
at the very bottom: 

"The cost of piggybacking services to the trucking 
industry is simply the rate eharged by the railroad|" 

Well, now, I suppose I find the rate charged 
by the railways in Canadian Freight Association tariff 
No. 38 D which shows the rate for piggybaa. 

MR. MAGEE: Yes. 

Q. I do not know whether you are familiar wit 
it, perhaps if you are not you might find out for us 
whether the rate shown in this tariff shows the complete 
cost of piggybacking for-hire carriers using the two 
railways. 

MR. MAGEE: As reflected in the rates? 

Q. Yes. You see, I am having a little 
Se riculty with it. I was looking at the rates between 
Saint John and Montreal, since Saint John has been so 
popularly mentioned in this inquiry, for loaded semi- 
trailers and I find a rate in item 55 of C.F.A. Tariff 
No. 38 D of $1.81 per gee torncs on the contents of 
the semi-trailer with a medium weight of 32,000 pounds. 
Then, when you look at the class rates between Saint 
John and Montreal you find that eastbound the class 
100 rate is $2.44; the class 85 rate is $2.08; the class 
70 rate is $1.71 and the class 55 rate is $1.34. Now, 
when you look at these rates in 38D and then compare them 
to the class rates, the assumption might be made that no 
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hy 
4 


2 carries the merchandise rate at higher than class 70 on 


his carriage from Montreal to Saint John. 


x) 
, MR. MAGEE: Yes, 
Q. And in the reverse direction ne carrier 
5 
can remain in business using piggyback services provided 
6 


by the railways unless from Saint John to Montreal he 
7 carries merchandise rated higher than class 85, Now, 
8 I wonder whether that is the case and whether or not 
9 the truckers using piggyback services between Saint 
10 John and Montreal indeed only carry commodities so highl 


rated or whether they carry commodities so rated at 


11 

class 55. Now, perhaps you might give me the answer 
12 

Go) that. 
13 


MR. MAGEE: I would not think they are confineld 
lf] to just the -- the commodities would be confined just to 
15 the one category that you stated, 

16 Q. Are there any allowances in addition to 
17 Dene rates shown in C. S. A. Tariff 38 D that are made 


by the railways to the piggyback user, say, in respect 


18 
t9 to pickup and delivery, for instance? 
MR. MAGEE: I have never been involved in 
20 
this rate situation in regard to piggyback, as a matter 
21 


of fact, we as an association were not the initiator 

22 of the piggyback arrangement with the truckers, it was 
23 done by a group of truckers on the Toronto-Montreal run 
24 and I am not familiar personally with what their rate 

95 arrangements are. 


Q. Perhaps we can find out from the railways 


26 
at some convenient time. 
4 MR. SINCLAIR: We would be glad to let you have 
28 
29 
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the arrangement using Montreal and Toronto as the basis. 

COMMISSIONER MANN: Q. On page 8.6, 
paragraph 17 and 18 you discuss the problem of the 
local cartage operators who might cut into the operations 
of an established line haul carrier, 

MR. MAGEE: Les, 

Q. That is surely not a danger now, is it, 
at the moment? This has not yet happened? 

MR. MAGEE: Well,we just wondered when we 
wrote that if that could not happen under the Railway 
Act where the railways might not be in a position where 
they would have to transport these local cartage operator 
trailer. 

Q. You see, I was looking again at C. S. A. 
Tariff 38D and rule 5 reads as follows: 

"The services governed by this tariff are available 
only to highway motor truck 'for-hire!' carriers 
hereinafter called motor carriers who, one, hold 
the required licence permit and/or franchises from 
the lawful authority having jurisdiction in such 
matters and, two, having made proper contractual 
arrangements with the railway companies." 

So that to me suggests that the railways 
at the moment will not accept vehicles licensed only for 
local cartage? 

MR. MAGEE: Yes, under that tariff that is 
right. 

Q. And that is a tariff that governs for-hire 
Piggybacking in Canada? 

MR. MAGEE: 7es., 
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Q. Now, on page 9.1 in paragraph 5 you discuss 
the question of feeder services, Now, I think the 
problem of through rates. has been mentioned and I wonderela 
what would happen to the settlement of claims where 
an independent trucker established a feeder service of t 
railways that did not move on through rates. Would ther 
be any difficulties about that and are they insuperable? 

MR. MAGEE: Well, as you know from your 
experience of years past, the claims problem can 
certainly be a difficult one as between carriers, 
However, you will recall how that problem has been worke 
on in Ontario through the Canadian Industrial Traffic 
league and the trucking associations and I think this 
problem can be dealt with in the same way. 

Q. If there were through rates between the 
independent trucker and the railway, the question of 
claim settlement may be settled more easily under those 
conditions, could it? 

MR. MAGEE: Yes, I think perhaps it could be. 

Q. Should there be a mechanism to compel 
the establishment of through rates intermodally? 

MR. MAGEE: We have never considered it. Hf 
think the question was asked -- I am not sure whether it 
was Mr. Sinclair or which counsel but I have been looking 
it up in our association records over the weekend and 
I find we have never taken a position on that matter. 

: Q. If there were such a mechanism established 
I suppose it would have to be a joint board involving the 
Board of Transport Commissioners and a provincial board 


or the joint board that you have in mind on extraprovincial 
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carriage? 

MR. MAGEE: Yes, 

Q. On page 9.4 in paragraph 15 you say: 

"The railway organization shows Signs of a strong 
tradition of a well defined hierarchy." 

And you contrast that to the trucking industry. 
You have heard about the reorganization plans of the 
two major railways which, as I understand it, are 
designed to decentralize responsibility to a greater 
extent than has been the case so Pai. 

MR. MAGEE: Yes. 

Q. With this decentralization, would that 
give the railway a greater filexiot li tye 

MR.MAGEE: I would think it would, Our 
only comment in regard to this matter of hierarchy arose 
just from the size of the railroads, the tremendous 
Size of the railroads and the difficulty of operating 
an organization so tremendous with a hierarchy of vice- 
presidents and divisions, regions and so on. 

Q. But you think the traffic department of 
the regional Canadian Pacific or Canadian National 
having pretty complete jurisdiction over its activities, 
could they establish a relatively intimate relationship 
with the shipping public on that decentralized basis? 

MR. MAGEE: Yes, probably produce more 
intensive competition for us but that is nothing we 
are opposed to. 

COMMISSIONER GOBEIL: You also say on the 
next page that their subsidiaries enjoy a wide degree 


of economy. 
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MR. MAGEE: That is what we assume and the 
meaning of that was to tie up an independent truck line 
and run it with the same characteristics that you do an 
independent truck line. The railways cannot interfere 
with it too much and impose railway standards doing one 
thing and another or they will spoil the operation, 

They may bring improvements, some improvements, 

COMMISSIONER MANN: Q. I just have 
one or two further questions. On page 10.25 we move 
again into a much discussed area during your evidence, 
and I have reference to paragraph 15 of the proposed 
act which is shown on that page. Now, this 50 per cent 
requirement of agreed charges made by the trucking 
industry. 

MR. MAGEE: Yes? 

Q. It has been suggested to you that a shipper 
could give one trucker 5O per cent and another trucker 
50 per cent of the traffic to be pooled at aga 
a lower over-all rate to the shipper. | 

MR. MAGEE: Yes. 

Q. And a greater return to the participatin 
carriers? It is not possible under the Transport Act 
as far as railways are concerned. 

MR. MAGEE: No. 

Q. Supposing you added another clause to 
Section 15 which would read -- section 15 subsection 2: 

"No agreement for transportation by highway from 
or to a competitive point or between competitive 
points on the route of two or more extraprovincia 


carriers shall be made unless competing carriers 
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1 
2 "py highway consent thereto in writing or join in 
3 making." 
4 Would that do away with the Shipper giving 
50 per cent to one carrier and 5O per cent to the other 
‘ carrier? Would that put it ona par with the obligations 
: of the railway? 
7 MR. MAGEE: I would like to think about that, 


8 Mr. Commissioner. It actually has to do with the 

9 discussion that we are having now. Our officers have 

10 the authority to change this section in a way that 
Will make it roughly comparable to the proposal that 


11 

we have made in regard to the railways, the parties in 
12 

this action, or to try. I think Mr. Sinclair called 
13 

it a nice little fair arrangement. That was the 
14 


intention and it is not properly expressed here. We 

15 have authority to change it without having to refer 

16 back to our people. 

17 MR, HUME: Before you leave that, may I say, 
18 do I understand it correctly that if you take, say, 
Toronto and Hamilton it is realized that with all the 


C carriers and D carriers you could have 2500 carriers 
. involved in competing between Toronto and Hamilton. 

# COMMISSIONER MANN: Quite possibly. 

e Q. While we are talking about amendments I 


23 might look at the suggested amendment of the Transport 
24 Act referred to in section 6, paragraph 21 of the 
5 Submission of the Canadian Trucking Associations, the 


purpose of which is to allow any motor vehicle operator 


26 

or association of motor vehicle operators to go to the 
27 | 

minister as regards to agreed charges. 
28 
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MR,.MAGEE: Yes, 

Q. What I want from you, Mr, Magee, is you 
notice that in the present section 33, subsection 1 (a) 
it says that any carrier or association of carriers by 
water or rail is allowed to do that but the definition 
section of the transport act, section 2, subsection 1 (p) 
defines a water carrier as one licensed under the 
act. 

MR. MAGEE: Yes, 

Q. If Newfoundland and Great Lakes steamship 
which has not a carrier licence under the transport act 
wanted to complain to the minister about a1 agreed charge 
on, shall we say, vegetable oils going through Toronto 
to St. John's, they would not now, I take it, have the 
right to do so because they are not a water carrier licenbed 
under the act, 


MR. MAGEE: That is correct, 


(Page 11646 follows) 
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1 
' Q. They don't come within the jurisdiction 
3 of the Board of Transport Commissioners? 
4 MR. MAGEE: No, 
. Q. Neither does the traffic industry? 
j MR. MAGEE: No. 
7 Q. Would you think these unregulated water 
8 carriers should also have the right to complain to 
9 the Minister about an agreed charge, or would they 
10 claim the same right as you do -- having a similar 

8 tatus? 
11 
* MR, MAGEE: If they claimed it I am quite sure 
1B we would not oppose it. 
" COMMISSIONER MANN: Thank you very much. 


15] BY COMMISSIONER PLATT: 


716 

"7 Q. Mr. Magee, there is a grain growing 

18 region that we in Canada refer to as the Siberian 

19 Project, and this was started a number of years ago 

20 and is a substantial project; it is considerably 

ot larger than the total grain growing area of Canada 

” put together. 

93 MR. MAGEE: I see. 

04 Q. And it is reported since this project 
25 was started that up to that time they had some rather 
26 ingenious methods of production, and amongst the 

27 things reported is their system of handling the grain, 
28 and their transportation system is radically different 
29 from what we have in Canada, and that trucks are 


extensively used in this. I was wondering if in your 
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ai investigation of truck hauling of grain you had any 

3 knowledge of this and how the trucks are used there? 

4 MR. MAGEE: No, sir; I have no knowledge 

5 of it at the moment, but it certainly sounds most 

6 interesting. If Mr. Archambault is still in Europe, 
7 I would have to get him to look into this. 


MR. SINCLAIR: You want to send him to 


8 

9 Siberia? 

10 MR. MAGEE: He has been to Russia and met 

TI the Minister of Transport in Moscow; not on this trip, 
12 but previously. 

13 MR. PLATT: Q. Well, if you can do that, 

14 it would be helpful. There is no limit to the amount 


15 of things we are asking you to do, so I see no harm 


in asking for that. 


16 
17 MR. MAGEE: I will see what I can work out. 
18 Q. In the handling of Canadian grain, the 


19 grain is moved from the field to farm storage and 

20 from farm storage to country elevators and from country 
1 elevators to export positions: All these things 

y) cost money. In your examination of this have you 

93 made any calculations as to what might be saved by 

24 the elimination of any of these steps, such as 

25 hauling by truck direct from farm storage to export 

6 positions, or by using containers to move the grain -- 
97 and I mean by "containers" a form of piggy-back? 

28 MR. MAGEE: Yes. 

29 | MR. MONTAGUE: In our approach to the problem 


we agree with you that this, of course, would be 
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D pertinent. Our approach was Simply on a basis of, 

3 was there traffic of the same nature moving elsewhere 

4 and how was it moving, and we found out it was moving, 
5 and we didn't go too deeply into the cost factors. 

6 So, we could not provide you with any information 

» along the line you have requested. 

8 Q. Well, I won't request you to do it, 

9 but if you are making an economic survey of it, then, 


those things certainly are pertinent. 


10 

ri MR. MONTAGUE: Yes. 

2 COMMISSIONER PLATT: Thank you very much, 

13 THE CHAIRMAN: Have you any re-examination, 
9 

14 Mr. Hume? 

15 MR, HUME: Mr. Chairman, I do not propose 


16 to re-examine either of these two witnesses. I think 
17 the material is on the record. There are some un- 
finished items that we have been requested to supply, 
19| and I think I have an accurate list of them, and as 
99 Soon as the information can be got together, at some 
91| Convenient time I will arrange to put it on the record. 
I want to say to the Commission how much 

93 we appreciate the opportunity of presenting our sub- 
94| mission, and the very patient way you have listened 
5 to it over the last eight days. 

%6 THE CHAIRMAN: Well, Mr. Magee and Mr. 

97 Montague, thank you very much. You have been very 
98 responsive as a witness, Mr. Magee, and very helpful 
99| to the Commission, and even Mr. Sinclair, I think, 


30|| agrees that you have been excellent witnesses. 
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MR. SINCLAIR: They have been excellent 


witnesses -- they certainly have, sir. 
THE CHAIRMAN: Probably the fact that Mr. 
Montague comes from Manitoba has Something to do with 
3 Thank you very much, 
Now, Mr. Sinclair, who is first tomorrow? 
MR, SINCLAIR: Mr. Stenason, and we will 
open by recalling him and, as indicated and distributed 
to my friends, we will present an exhibit and have him 
explain the results of suggestions made by the 
various consultants of the grain handling organizations, 
the provinces and the Commission staff, and so on, 
and also we will have available the various Specialists 
from the railway some of whom carried on these special 
studies, including the engineer of traffic -- 
THE CHAIRMAN: Are we to understand that 
all parties have had all the information which they 
requested? 
MR. SINCLAIR: As far as I know, they got 
all the information and, indeed, I will bring to the 
Commission a little document about so high -- and 
I am indicating 2-1/2 feet -- and I will ask the 
Commission if they wish us to file these as exhibits 
serriatum, because we can do that. A copy of each 
of these requests and the answers supplied have 
been given to the Commission, and if the Commission 
feels they should be put on record we will go through 
them one by one and deal with them, and carry on 


in that way. 
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THE CHAIRMAN: I don't know -- 

MR, SINCLAIR: Well, I will have them here, 

THE CHAIRMAN: I don't think we are concerned 
with that as much as if that is done it will enable 
us to get to the heart of the thing. 

MR. SINCLAIR: I hope so, sir. 

COMMISSIONER GOBEIL: And finish this year? 

MR, SINCLAIR: And finish this year? I 
think that the heart and the sinues and the Bones and 
every part of this study has been gone into very, 
very extensively by numerous people in the last seven 
months -- since September 15th last, 

THE CHAIRMAN: Well, we will adjourn until 


10 o'clock tomorrow morning. 


-~-Adjournment. 
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ANGUS, STONEHOUSE & CO. LTD. ERRATA 
1 Volume 66 
ne see Ma ES Sse at Delete first word - "at" 


ms WL 1 O66) 201k Reads "176 miles", should read 
"17.6 miles", 


Pmt lye7 sony 'S Reads "$7,218,00" should read 
5 "7,218,000", 


Se) Ps 11,675 - 1.16-17 Reads "The Same applies, the same 
locomotives are applied to some 


7 locomotives on Canadian Pacific in 
1958 since " 
; Should read: "The same applies to 
9 steam locomotives on Canadian Pacific 
in 1958 since the annual repairs to 
10 Steam locomotives were running repairs J" 


Bil} P- 11,677 - 1. 2-3 Reads "flat"; should read "Fleet", 
p] Ps, 11,692 -"1,. 29. Reads "why"; should read "what", 
13) P- 11,735 - 1. 23 Reads “or grain"; should read "to grain", 


14] P. 11,741 - 1. 22 Reads "moving as"; should read 
"moving at", 


> P. 11,776 -1. 4 Reads "If the line is solely related"; 
16 Should read "If the line is not solely 
related", 
17 tt 
Py 12,804 ~) 1. 3. Reads "ear wages"; should read crew 
18 wages", | 


fo): P. 11,812:\- 1. 16% Reads "euts per car"; should read 
"cars per cut". 


p. 11,812 - 1.23 Reads "cut per grain car"; should read 
"grain cars per cut". 
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Ottawa, On ario, 
Tuesday, 
May 10, 1960. 


---On commencing at 10.00 a.m. 
THE CHAIRMAN: Order, please, gentlemen. 
Mr. Sinclair, I see you have Mr. Stenason here. 


MRS. SINCLAIR: Yes. I wili recall Mr. Stenason, 


Mr. Chairman, members of the Commission. 
WALTER JOHN STENASON, recalled. 
ae VEN DLENAOON , 


MR. SINCLAIR: Mr, Stenason, your purpose 
here is to answer questions of my friends and the 
Commission concerning the evidence that you presented 
Some months ago concerning the revenues and costs of 
moving grain and grain products to export positions 
in western Canada. 


Mr. Chairman, members of the Commission, I 


Should say that in view of the situation that exists 

here, and to enable this matter to be cleaned up this 

time, we have brought to Ottawa and have available for 

Mr. Stenason to consult with, or if it is necessary to 

go beyond that, certain specialists he could see in re- 

gard to any specific questions that he couldn't answer. 
These are Dr. Eqwards who, of course, will be recalied 

who was the cost analyst consultant; Mr. Nepveu, the 
company's chief statistician and assistant to the a i 
comptroller in regard to special studies; Dr. William Hoo 5 
of the University of Toronto, who has been our statistica 


consultant; L. R. Smith, who is assistant to the 


president of Canadian Pacific, a specialist in operations; 
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2 Mr. J. M. Bentham, engineer of track, Canadian Pacific; 
3 Mr. H. W. Hayward, who is from the mechanical department, 


and formerly works manager of Angus Shops; Mr. H. G. McGi AG 


4 
: who is the assistant Superintendent, Winnipeg Terminals, 
who has been on leave of absence, one of the comp;any's 
6 
yard specialists. 
7 


These people have all been part of this group 
8| that has worked on this determination on cost of moving 
9 grain. Some of them have actually been in charge of 
10 some of the special studies that have been done. 


THE CHAIRMAN: That is a very distinguished 


11 
group. 
12 
MR.SINCLAIR: Yes. 
13 
THE CHAIRMAN: Mr. Sinclair, in order that 
14 


there should not be kept around here too long so many 
S| of these impartant men, the Commission will give consider 
16 ation to longer hours in order to deal with the witnesses 


17| ana let them away. 


18 MR. SINCLAIR: Thank you, Mr. Chairman. 

19 Now, Mr. Chairman and members of the Commission, 
during the months that have gone by since last fall, €@s 

4 the Commission knows, there have been consultations, 

21 


conferences, between consultants of the various parties 
22 and technical staff of the Commission with Mr. Stenason 
23 and his group. Arising out of these suggestions, as 
24 we said when we presented this study originally, we 
5 would be prepared to consider any suggestion made and 


to make such revisions as we felt were appropriate in the 


26 

light of those suggestions. Numerous suggestions have 
27 

been made, and we have made certain revisions, and 
28 
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there was distributed last week, in accordance with my 
undertaking to the Commission's technical staff and 
counsel, a document which I would like now to file and 
then have Mr. Stenason speak to it. It is a document 
entitled: "Canadian Pacific Railway. -- 
THE CHAIRMAN: Have the provinces this, too? 
MR. SINCLAIR: Yes. 
THE CHAIRMAN: Mr. Frawley and Mr. Mauro? 
MR. SINCLAIR: Yes, and Mr. Dickson and 
Mr. MacKimmie, as well as the Commission staff. This 
document is entitled: "Canadian Pacific Railway. 
Revision to Results of Cost Study for Moving Grain and 


Grain Products at Statutory and Related Rates to Export 


Positions in Western Canada, Arising From Suggestions an 
Tests Proposed by Commission Staff, Consultants of Grain 
Trade and Provinces, and Canadian Pacific." This | 
document consists of seven pages. I would ask that this 
be marked as an exhibit. 
-~--EXHIBIT NO. 132: Document Entitled: 

"Canadian Pacific Railway. 

Revision to Results of Cost 

Study for Moving Grain and 

Grain Products at Statutory 


and Related Rates to Export 
Positions in Western Canada" 


DIRECT EXAMINATION BY MR. SINCLAIR (cont'd): 


Q. Mr. Stenason, you have Exhibit 132 before 
you? 

A, Yes. 

Q. Would you please, then, taking this document, 


the first page is a summary, I take it, a the revisions 
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that have been made? 

A. Yes, that is correct. 

MR. SINCLAIR: I think, Mr. Chairman, that thi 
speaks for itself. It shows the revenues as given by 
Mr. Stenason of $35, 300,000.00 odd as in the transcript 
have been revised to $35,400,000.00 odd. 

Next is variable cost, which was $52, 300,000.00 
odd in the transcript, and as revised, $51, 700,000.00 
odd. Total cost as in the transcript was shown as 
$70, 700,000.00 odd, and as revised, $71,700,000.00 odd, 
and the deficiency, as in the light of the revisions, 
$36,300,000.00, ad the percentage change on account 
of the revisions is to increase the deficiency by 1.55 
per cent. 

MR. FRAWLEY: Are there only references to 
the transcript? You haven't any references to C.P.7. 

MR. SINCLAIR: No, I just tied it in with the 
transcript, Mr. Frawley. In some of the other pages you 
Will notice we have tied it in with Mr. Stenason's state- 
ment number, and I will give the exhibit number when we 
come to that. 

Q. The second page is the supporting data for 
the summary sheet, showing the revision made in revenues. 
Looking at page 2 of Exhibit 132, Mr. Stenason, what is 
your comment on that? 


A. The adjustment was to reflect demurrage 
revenues on grain products which had been excluded pre- 
Viously. The revenues were arrived at from a survey 
undertakenon our behalf by the Canadian Car Demurrage 


Bureau, and does not include any refund or waybills of 
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the demurrage revenue. This is the gross. In the 
billing it was not possible to get any reduction. 

Q. And without any adjustment for reasons 
stated by the mills as to why demurrage should not be 
charged in specific cases? 

| A. Yes, that is correct. 

Q. So what you are saying, I take it, is “that 
this may be overstated? : 

A, Yes. 

Q. But it wouldn't be much? 

A, No, it wouldn't be significant. 

MR. SINCLAIR: Page 3 of Exhibit 132 is 
part of the exhibit, Mr. Chairman, members of the Commiss on, 
which deals with revisions to the variable cost, and we 
are dealing with this serriatum. 

Q. Dealing with the road maintenance, your 
Statement 405, which is Exhibit 63, under roadway main- 
tenance, Mr. Stenason, the first revision on track 
maintenance and depreciation which, under the classifi- 
cation, is account 202 and others. What were the reason 
for the revisions in that cost? 

A. There were two reasons. The first was 
to correct an error which had arisen as a result of: the 
inversion of two figures in the input data to one of the 
equations. That had a minor effect only. The major 
change here resulted from additional yard studies which 
were done following discussions as to the treatment of 
through classification time for grain. The consultants 
Suggested that by taking average classification time at 
through terminals there was a possibility of having 
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overstated the classification time which was caused by 
work done to through cars only, that is ears arriving at 
at the terminal on the one train and leaving the terminal 
in another train, as compared to local cars, that is cars 
originating in the terminal or being taken out of the 
train at the terminal. 

Q. And arising out of this suggestion were 
special studies undertaken? 

A. Yes, we undertook three special studies, 
at Kenora, Swift Current and Revelstoke, and we isolated 
the classification work which was done to through cars 
in each of these terminals by following the car through 
the terminal in a four-day study period and by analyzing 
the work done to the cars. 

THE CHAIRMAN: That work was done since ya 
gave evidence? 

MR. STENASON: Yes. It was done in March, 

48 a matter of fact. 

MR. SINCLAIR: Q. The next item was the cost 
arising from maintenance of shops and enginehouses, and 
there was a revision here. The reason for the revision, 
please? 

A.. When the regression analysis of maintenanc 


of shops and enginehouses was done, it was run with 


maintenance only, and this revision arises when including 


depreciation with maintenance, 

Q. When you did that originally you didn't 
include the depreciation costs in the figures? 

A. Yes, that is right. 


Q. The third is the maintenance of water and 


Us bseveo sew dotdw smtt aolsso 
d@ antvinss mained Bo AguO 
Lantored ond srtvesl, ‘bas atend sew edd mo J ’ 
exes gi dsdt .eusd fso0l of eens: as , ote an | 
etd to tuo amist pared To _ fantmied ia ey 
. ALsnlerxet iat-an 
eTew notiscgsue’ aldt to sue antetss: bak * 
Sneedrebrs, eeibude I 
.solbuda Letosqe eemdt soodtebau ow ee 8 «A =a 
lpedaioat sw bas ,sdodalsvel bas Inosmu) ¢2tNG eTomeR 36 
| u1s9 dguorit ot saob esw doiiw 270" notisotttessfo edd . 
| dywoud? tao sot gatwolfe? yd alsnterres esedd to dose at 
gatsylaas yd Sos holseg ybudta yab- 100% 6 al Lente edd 
. -2769 edt oF snob row edd 
: | LOY eonte snob aaw row deg?  sWAMSLARD aHT a re 4 
| ) | Seonebive oveg. 
9784 at enob asw 2E -49Y  :WOSAMGTe- .mM 
. 98% lo tstten & as 
yeos ont aswoimsdi Jxen on) of) ot REARS, Magn! ws 
bas ,eszvedenisne bas aqosia to sonscetatsm mot pateise . 
smolLetver $f3 mil saosset Sa . ted mitidxini eaiomaeeai 


fessolg 


— 


onaneiniem to sleylsna pokesetges sd? qedW. .,A 
dulw avy ast 3L ,emeh esw-seevotentaas bas eqeda to” 
a fedw sostvus goletves ailing bas .vyino sonsneinian | 
-oonsnodnian idiw nolistosiqehe 

J'iablp voy vileataivo teddy bf yoy aed @& 
faerwglt ont mh eto mottshoenqed ent ebuls sf 

-tdate ef Jedd, .esY ~A 

bas tet8v to sonensiniem sid Bi Ditdi enT, » 2 


aon | 


ss > 9 i 


ANGUS, STONEHOUSE & CO. LTD. Stenason, dir. 11658 


TORONTO, ONTARIO (Sinclair ) 
1 
2 fuel stations. The reasons for the revision, please? 
3 A. When the study was originally done, fuel 
4 and crew wages of the Study traffic had been segregated 
5 or combined at a very early stage in the working papers, 


: and that meant that maintenance of water and fuel stations, 
which was developed from a regression equation, was 


7 

applied based on an average cost for the system. 
8 

We went back through the working papers and split the 
9 


crew and wage costs of the study traffic, which made it 


10 possible to apply the maintenance of the water and fuel 


11 Stations directly to the cost of the study traffic. 

12 Q. The next one is maintenance of signals. 

13 Your explanation of the revision there, Mr. Stenason? 
A. The regression equation for signals is 

a applied to train miles of main line movement only, 

= and previously we had applied it to total train miles 

16 of the study traffic. The reason for this revision is 

17 that there is not an extensive signalling system with 


18 branch lines. There is some, however, such as train 


19 order boards and interlockers and highway crossings. 

20 This revision means that no variable cost for signals 
on branch lines has been included in the cost study. 

F Q. If it is excluded from the variable cost, 

g would that cost go over into constant? 

* A. yes. 

24 Q. So there was only a portion of it of what 


25 might be attributable to grain has come into the study? 


26 A. Yes. 


The fifth one is road maintenance super- 


27 Q. 


Vision and overhead. 
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A, This resulted from a new regression equatio 
applied to road maintenance expenses. The adjustment 
for supervision and overhead has already been included 
by adjustments in the items 1, 2, 3 and 4 in the state- 
ment. 

Q. The only change here is $679.00, 

A. That was a balancing item. 

Q. In regard to equipment maintenance, your 
Statement 406, dealing first with your item 6, which is 
road locomotive repairs and yard locomotive répait's, 


would you please explain the reasons for the revision? 


(Page 11661 follows) 
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A. Steam locomotive repair expenses are 
not segregated in the accounts between yard and road 
or between passenger and freight. A separation of 
these expenses was made on the basis of locomotive 
capacity miles. This was to weight out more precisely 
the repair expenses of yard locomotives as Opposed to 
road locomotives, the yard locomotives being lighter. 
The diesel locomotive expenses are segregated between 
yard and road but not between passenger and freight. 
The separation between passenger and freight was made 
as a result of special study. There was, certainly, 

a reduction in yard locomotive time as a result of 
the further field studies to which I have already 
referred. 

Q. That is the same field studies ‘you 
spoke of when dealing with adjustments to track main- 
tenance and depreciation? 

A. 7es. 

Q. Item one in exhibit 132. The result 
of that was to increase one and decrease the other? 

A. Yes, there was a very small amount 
involved in the change. 

Q. The next item was road locomotive 
and yard locomotive depreciation. Exhibit 132 shows 
that the explanation for the revision is the same oe: 
the explanation you have dealt with in dealing with 
locomotive repairs; correct? 


Q. Yes, there is one additional point 


I would like to make, and that is that the steam 
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locomotive depreciation expenses wereirirat segregated 
between freight and passenger on a horse power hour 
basis rather than on a locomotive capacity mile basis. 
This is to reflect the time factor in depreciation. 

Q. The next item having to do with freight 
car repairs and depreciation: the revision here, Mr. 
Stenason -- will you please give your explanation of 
that revision? 

A. Previously, freight car repair expenses 
have been treated on the basis of 70% variable with 
car miles and 30% variable with car days. It was 
suggested that because of the way grain was handled, 
this cost should be broken down © cover costs variable 
with inspections, car days, or car miles. This was 
done by excluding inspection costs amounting to 16% 
of total repair costs and developing car days through 
a special sample of Canadian Pacific cars to determine 
the idle ratio. The unit cost of inspection was developed 
based on total car miles on Canadian Pacifie excluding 
caboose. The unit cost for the car miles portion of 
repair and depreciation expenses was developed on the 
basis of car miles of C.P.R. cars both on line and off 
line, to reflect the fact that the study traffic is 
not handled in foreign cars. As a result no adjustment 
On inter-line per diem charges is appropriate in 
dealing with the costs here involved. 

Q. The last item under equipment maintenance 
is work equipment, superintendence and overhead, and 


exhibit 132 shows the reason as arising from the ajustment 
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in regard to the freight car repairs and depreciation 
which you have just spoken to; correct? 

A. Yes, that is correct. 

Q. The next item is transportation 
expenses, your statement number 407, which is exhibit 
65 in these proceedings, and the first item is fuel 
and crew wages. The reason for the revision, please? 

A, The first reason was, the calculation 
based on fuel and crew wages separately, to which I 
have already referred, which made it possible to 
assign vacation expenses to crew wages directly. 

The second was a change in way switching minutes, in 
way switching wages,were based on local freight only 
rather than on the total of local and through freight. 

Q. The next item was train engine house 
expenses and other supplies, accounts 398 and 400, 
and the classification and explanation is shown on 
exhibit 132 to be a correction of a clerical error. 
There is nothing further you want to add to that? 

A, No. 

Q. Item 12, yard masters and clerks, 
yard expenses, yard other expenses: the changes here 
and the reasons for them, please? 

A. These changes arose through restatement 
of yard time of the study traffic, as a result of 
additional yard studies on through classifications time 
and giving weight to switching under winter conditions. 


Q. This is the matter you referred to 
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2 earlier? 

3 A, Yes. 

4 Q. The next item is train locomotive 


5 water, and exhibit 132 page 5 for this item shows 

6 as a note, "see explanations under items 3 and 10", 
7 which you have already spoken to, and I assume there 
8 is no further information you want to give to the 


9 Commission? 


10 A. No. 

ii Q. The next item is grain doors, and 

12 the change here -- will you please give your explanation? 
13 A. This was to correct use of a wrong 


14 figure for car loads of the study traffic requiring 

15 grain doors, 

16 Q, The next item is on page 6 of exhibit 
M7 132, signal operation. The reason for that change, 

18 you state in a note, is the reason given under item 


19) ob on page 3 of exhibit 132. Nothing further you want 


20! to add? 
21 A, No. 
22 Q. The next item is loss and damage, 


a3 freight: the reason for the change here? 
a4 A, This change resulted through applying 
as a three year average in developing unit cost of loss 


26 and damaged grain to make it consistent of other parts 


of the study. 
° Q. The next item, train other supplies, 


5 classification account number 402; and the reason for 
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(Sinclair) 
1 
2| that change? 
3 A, This was restated to reflect the 


4! heavy proportion of traffic which is grain in the 

5| western region, and the lower proportion of passenger 
6] to total in the west than on the system. This arose 

7l as a result of applying the same procedures which had 
8] been applied to account 402 to the western rather than 
9| to the system expense. 

10 Q. Because of this special factor that 
11} you have mentioned? 

12 A. Yes. 

13 Q. That is, the disproportionate amount 
14! of passenger traffic east? 

15 A, Yes. 

16 Q. The next item, joint facilities and 
17 insurance, and your note on page 6 shows this arising 
18) from the adjustments you have explained earlier, and 
19) assume there is not further comment needed? 

20 A, No. 

a Q. The next item is cost of money, which 
22! is Mr. Stenason's statement 408, exhibit 66. The 

23 explanation here, Mr. Stenason, please? 

24 A. First, restatement of freight car 

25 eestment on a careday rather than a car-mile basis; 
26 and, secondly, reduction of investment in yard locomotive 
27 arising from a reduction in switching time. 

Q. The next item, solely related costs, 


29) and your note shows on page 6 of exhibit 132 that the 
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reason for this change was the explanation you gave in 
respect of item 1 -- that was, under road maintenance -- 
and also the reduction of i7 5 miles in solely 

related facilities. Anything you want to add in 
expansion of your note? 

A, No, the reduction of 17.6 miles arose 
from re-examining a subdivision part of which was 
necessary -- 17.6 miles of which was necessary to re- 
claim a connection with non-solely related lines. 

Q. Next item, the last under variable 
cost items, traffic and general, exhibit 68, and your 
note shows the adjustment here reflects the changes 
you have been describing? 

A. Yes, that is correct. 

Q. You show the results of these changes 
in total, on page 6 of exhibit 132, that the total 
of all the adjustments you have spoken to, the revisions, 
is to reduce the variable cost by $664,875. That 
would be a change of what percentage? 

Bre Well, I haven't worked it out, but 
a ean. 

Q. Well, don't bother; somebody else 
can do it. It is obviously under 1%. 

COMMISSIONER ANSCOMB: A little over. 

MR. SINCLAIR: 664,000 on 52 million -- 
is that right? About 1%? 

Ue Yes, about 1.7. 


Q. Now, turning to page 7 of exhibit 132, 
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this has to do with the revision in constant costs, 
and this is all grouped here, so would you deal with 
this, please? This is exhibit 69, 

A, By developing System constant costs 
from the constant in the regression equations, it was 
noted that proper weight was not given because, in 
some instances, the regression equation was based on 
the road divisions alone. A check also showed that 
total variable costs plus constant costs fell short 
of total railway Operating expenses. Accordingly, 

a new procedure was applied by which constant costs 
were derived from total railway operating expenses 
and variable costs, passenger, and freight. 

Q. We discussed earlier your change 
in signals whereby you had restricted your signal 
costs in the variable costs of moving the study traffic 
to signal maintenance, main lines excluding any signal 
expense for branch lines for train and highway crossings 
and protections of branch lines? 

A. Yes. 

Q. I asked if that would move any of 
that other into the constant and I think your answer 
was "yes"? 

A, Yes. 

Q. Your next item is, constant costs 
(mile of track) statement 412, exhibit 70 in this 


proceedings? 


A, Yes, this arose from revision of miles 
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of track to reflect miles of track maintained rather 
than operated and elimination of joint section mileage. 

Q. Page 7 of exhibit 132 shows the 
effect of these revisions on constant, and then an 
increase of 1.7 million odd, and the net effect of 
all changes on the total cost is an increase of one 
million, and the percentage change of increase in the 
total cost, figures 1.55%, which you referred to 
earlier, is there set out. 

Now, Mr. Chairman, and members of the 
Commission, those are the revisions arising from the 
Suggestions made by various consultants that have 
been made and reflected in the figures before the 
Commission, Attached to exhibit number 132 are four 
pages of text dealing with suggestions made which did 
not result in revisions, and Mr. Stenason has set out 
these suggestions and the reasons why he did not make 
the revisions. I think that he should go through 
these one by one. 

MR. FRAWLEY: I object, and I ask that these 
further pages be detached from exhibit number 132 and 
be not received. I do not quite understand why, Mr. 
Chairman, my friend would want to have the witness 


discuss some of the suggestions made to his people 


which were not implemented, and unless Mr. Stenason 
is prepared to deal with every single discussion and 
every single suggestion that was made to him by our 


consultants that he did not act upon, I say that no part 
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2 of it should go in. Just what purpose does it serve 


to indicate he received certain Suggestions and they 


4! were not acted upon. He has told us about the ones 

5! he acted on, and what is the purpose of saying, "we 

6/ had discussion on other matters and we didn't act"? 

7 What is the purpose of it --~ to add another statement of 
8 


Mr. Stenason to the record? I say it is not complete 
| and that it should be rejected. 
10 MR. SINCLAIR: If there are other suggestions | | 


made that are not dealt with here, that are of any 


12 significance, the questions can be put to Mr. Stenason,. 
13 Some of these suggestions were advanced by the Commission 
14 


itself, and arising out of them special studies were 
15! done, and that is one of the ones I want to deal with 


in some detail and expand on what is here. Some of 


17 these suggestions were advanced not by Mr. Frawley's 
18 consultants; there was other consultants -- and one 
19 


of these came from the Commission itself. 

MR. FRAWLEY: Don't take any implication 
that I said "my consultant". In any event, I want 
a ruling on my objection, and I say it should be 


rejected. 


MR. SINCLAIR: I told the Commission, in 
regard to one of these matters, that we would deal 
with it when Mr. Stenason came back. j 


MR, FRAWLEY: It is a matter of propriety 


and dealing with it in this way. 


THE CHAIRMAN: Well, there is no reason why 
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the additional suggestions cannot be referred to, 

MR. SINCLAIR: Oh, no. 

MR. FRAWLEY: By whom, sir? I haven't 
an idea of the other matters. I am Simply saying that 
I am advised this does not comprise all of the matters. 
discussed. by Mr. Stenason, It is very easy for my | 
friend to say let counsel put other matters to Mr. 
Stenason, but at the moment I am completely uninstructed. 


He came in and put in statements and now he has deliberately 


added to his document four pages of text. It should 
not go in that way. 

MR. SINCLAIR: Mr. Chairman, I indicated 
yesterday I would be prepared to deal, if the 
Commission wished, serriatum with each question put 
and each reply made, and I have them here. Copies 
of them all have been sent to the Commission. I'am 
prepared to take the witness and the cansultants that 
we have through these various things one by one, and 
here they are. These are requests made of the consul- 
tants and the answers given, copies of which have been 


sent to the Commission at their request. 
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MR. FRAWLEY: How does that add to the 
value of this record? 

THE CHAIRMAN: I think we will receive the 
reports as we have them and this memorandum that is 
attached, I suggest, can be put in in re-examination 
after Mr. Frawley is finished. 

MR. SINCLAIR: With all due FPespect For 
have an undertaking to present this evidence to the 
Commission, particularly in one aspectrof it buteif that 
is your ruling then I bow to it. 

THE CHAIRMAN: I think it will save time. 

MR. SINCLAIR: I take it the Commission 
does not wish me to deal with all of the requests made 
that I am now prepared to deal with and file exhibits. 

THE CHAIRMAN: I think we will proceed 
with the cross-examination and then those requests 
that are regarded as material you can deal with in the 
re-examination, I have no doubt there will be some 
requests that do not bulk so large as others and it would 
be a waste of time if we took up time in that connection, 

MR, SINCLAIR: I take it then the exhibit, 
notwithstanding the fact that the objection is only now 
being made, these are sheets of the text at the end. 

THE CHAIRMAN: The text at the end will be 
left out until re-examination. 

MR. SINCLAIR: Very well, sir. as 
Stenason, please answer my friends. 

THE CHAIRMAN: Now, gentlemen, as you 


know we are changing somewhat the procedure in cross- 
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examination. Previously counsel for the Commission 


has gone first, but now we are having counsel for the 
Commission go after counsel for the provinces, Mr. 
Mauro, I understand, is first. 

MR, MacKIMMIE: Mr. Chairman, before mr, 
Mauro commences his eran inadaees I have spoken to him 
in the last couple of days and Mr. Mauro wishes to 
Start the cross-examination, I wondered if counsel 
would have any objection to my following Mr. Mauro. 
I will not be more than an hour and the reason for my 
request of counsel is that through discussions with 
staff Mr. Saunders who is my consultant, would like 
very much to get back to Washington to prepare a 
precis which has more or less a deadline date on it. 
I would like at this time to ask if I may follow mr. 
Mauro? 

THE CHAIRMAN: Will that be agreeable, 
Mr. Mauro? 

| MR, FRAWLEY: Inasmuch as the only cross- 

examiners that I know of are Mr. Mauro, Mr. MacKimmie 
and myself, Mr. MacKimmie does not have to put a formal 
request to me, I will allow him to go on after Mr. 
Mauro, 

THE CHAIRMAN: We will direct that after 
Mr. Mauro finishes you may go on, Mr. MacKimmie. 


MR, MacKIMMIE: Thank you, sir. 
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CROSS-EXAMINATION BY MR. MAURO: 
et MAURO 


Q@. Mr. Stenason, would you please turn to 
page 2594 of Volume 18 of the daily transcript. 
Throughout the cross-examination I will be referring to 
the transcript and your exhi big’, The first complete 
paragraph, Mr. Stenason, on page 2594 reads ag follows; 

"The variability of other categories of 
equipment maintenance wags examined in 

terms of their behaviour and characteristics 
of the expense account. Variability of these 
expenses ig ag follows: 

1. Freight car repair expenses are com- 
pletely variable with use and time; 

2. Steam locomotive repair expenses are com~ 
pletely variable with steam locomotive miles; 
3. Diesel locomotive repair expenses, treated 
Separately for road and yard, are completely 
variable with diesel locomotive miles road and 
yard. | 

Using 100 per cent. variability, the analysis 

was then based upon the dollars in the accounts 
concerned in 1958 adjusted to wage and price 


levels existing at December 31, 1958." 
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On Exhibit 64, statement 406, the total 
of items 308 to 311, 331 -- these are the account 
numbers -- 308, 311, 331, 314 ana Sol orelines*12 9075+ 
OAs, 59486 F 7 Peto lduig to total, according to our 
calculation $10,618,000 for repairs and depreciation, 

In addition, Exhibit 64, statement 408, lines 4 to 10 
inclusive add an additional $7,218,00 for the cost 

of money or a total charged in this item to grain of 
$17,836,000 plus the overhead Cone: 

MR. SINCLAIR: Does this reflect the 
changes of -- 

MR. MAURO: No, it does not. 

Q. Now, in a letter addressed to our 
consultant, Mr. R.L. Banks of May 6, Mr. Stenason, in 
dealing with the variability in respect to road and 
yard locomotives and freight car repairs depreciation 
and cost of money, you stated that treatment of 100 
per cent variability is based upon a great many 
considerations including some mathematical analysis, 
the way in which repairs are carried out, the treatment 
of time as reflected in the cost study and other factors. 
Now, due to the size of this cost factor in the move- 
ments of statutory grain I wondered if you would please 
detail for us the various mathematical analysis upon 
Which your assumption of 100 per cent variability rests? 

A. There is one mathematical analysis and 
this has to do with freight car repairs. Unfortunately, 
in the equipment accounts it was not possible to use 


cross section regression methods to determine variability 
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becauge we do not have separate expense accounts and 
mileage consistently for a Single division. The 
mathematical analysis undertaken on freight car repairs 
was a distributed lag time series method in which 
freight car repair expenses were related to freight 

car miles. Now, by a "distributed lag" is meart that 
the expense is taken as a function of car miles this 
year and a declining function of car miles in the 
previous year. Other considerations underlying the 
treatment of 100 per cent variability are as follows; 
Insofar as locomotives are concerned, the way in which 
these locomotives are maintained, fully maintained on a 
mileage basis through preventive maintenance, there is 
a direct connection between the mileage and the loco- 
motive and the movement of the Study traffic. The 
Same applies, the same locomotives are applied to 

Some locomotives on Canadian Pacific in 1958 since 

the annual repairs performed to some locomotives were 
running repairs. There were no major repairs under- 
taken of any magnitude. This would, therefore, 

place some locomotive repairs on a locomotive mileage 
basis; the more miles that are run the more the expense 
to a proportionate degree. Insofar as depreciation 
and cost of money are concerned, the treatment of 100 
per cent variability is based on the treatment of 

time in the cost study. For instance, in car days 

or on car investment we have taken the car days and 
related the car days of the study traffic and have 


developed an investment cost based upon car days. 
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If grain did not move the car then would not or in 
regard to the investment would not be necessary. 

I would like to add that throughout the equipment 
account we are concerned with long-term availability 
in which there is sufficient time to make your adjust- 
ment to investment and to equipment treatment. Our 
100 per cent ar ao ey on equipment is not new, for 
instance, Senate document 63 which was pretty well the 
first development on variability analysis in railway 
costs took these equipment accounts at 100 per cent 
variable and it is reflected in other studies as well. 

Q. So these are the underlying factors upon 
which you assume the 100 per cent variability that you 
mention in your letter to Mr. Banks? 

A. Well, upon which the 100 per cent 
variability was based. 

Q. Can you tellus how far back you went 
with this time series analysis? 

A. There was no time series analysis on” 
locomotive repairs. The time series analysis on 
freight cars was taken back to the mid-thirties -- 

I will have to check that. 

Q. You could not tellus the exact year? 

A. Yes JI will get you that. 

Q. I assume then, Mr. Stenason, from what 
“you have just told us as to long-term analysis that you 
estimate that the mid-thirites, we can take it that 
the mid-thirties is a long-term analysis in the 


definition which you have presented? 
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A. That is right, the period which would 
permit adjustment to take place in the flat so this 
does reflect the long-term in this particular account. 

Q. Now, page 2445 volume 17 at the bottom 
of the page, in reply to a question by counsel for the 
C.P.R., the question was; 

" Q. Would you go on? Had the extent of Canadian 
Pacific operations any effect in the work you 
were doing? 

a peven. The Fact that Canadian Pacific ig a 
raliway which operates across Canada in widely 
different geographical areag with different 
operating and investment characteristics makes it 
possible to obtain a cross-section of railway 
costs under uniform maintenance practices without 
the difficulties which result when analyses are 
made involving a number of different railways." 

Mr. Stenason, I wonder if you could advise 
us what you have in the way of minutes, instruction 
sheets, descriptions or written material upon which 
you base this claim of uniformity? 

A. Well, this claim of uniformity was by 
a discussion with our road maintenance and track 
maintenance officials. What is meant here is the 
Canadian Pacific has a chief engineer who is eercoas apis 
for the standards oi maintenance and that maintenance 
practices are.adjusted in a uniform way to the different 
characteristie@ of different lines of Canadian Pacific. 


Q. Surely a system ag large as the Canadian 
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Pacific stretching across this great area if they are 
to practice uniform maintenance would have to reduce 
instructions and directions to writing. There must 
be some document, some manual directing the uniform 
practice. 

MR. SINCLAIR: Do you want to speak to the 
engineer of traffic? I take it this is in order 
rather than calling the engineer? 

THE CHAIRMAN; Oh yes, 


A. Yes. we have a set of rules. 


Page 1160061 follows. 
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Q. I wonder if we could -- we have received 
a manual from the Canadian National Railway. I wonder 
if the C. P. could make available to our eonsvltants the 
manual or regulations or rules on road maintenance on the 
Canadian Pacific Railway. 

MR. SINCLAIR: Is the question that he would 
like us to file it? 

MR. MAURO: No, just make it available. 

MR. SINCLAIR: Yes, sir. 

MR. MAURO: Q. Mr. Stenason, do you know how 
uniform road maintenance varies fromthe main line to the 
branch line? 

A. I have some knowledge; not a detailed 
knowledge. 

Q. What would be the variation on the solely 
related branch lines on track maintenance? 

A. I am afraid I don't understand the 
question. 

Q. What about the uniform practices of 
maintenance as it relates to solely related branch lines 
or branch lines as opposed to main line maintenance? 

A. We answered @ number of questions on 
this letter of May 6, a letter to Mr. Banks, as to 
Specific maintenance practices. 

Q. Tell me that part of the letter which 
points out the -- I will read it to you from page 4 
and we will see if it is the same letter that was sent. 

"Maintenance practices of Canadian Pacific in 
respect of road maintenance fail under the juris- 


diction of the Chief Engineer. Maintenance 
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"practices are uniform across the system,. depending 
upon track designation. 
For mainlines -- 3,170; for branchlines -e« 
2,905, These figure do not make any allowance 
for switch and bridge ties," 
A, yes, 
Q. Moving on to your treated wooden ties, 
$3.04 each; untreated wooden ties, $2,07 each. 
"These are the only types of tie used on Canadian 
Pacific." 
And the answer: 
“All treated ties are pre-bored before treatment" 
Now, if you gave me the answer, I don't have 
it here. 
A. This has to do with the general question, 


the C. P. R. maintenance as applied in prairie regions: 


(b) the use of tie plates -- the answer is yes. 
(c) the use of relay ties -- the answer is no. (d) rai 
‘props -- the answer is no. (e) reforging of new bars 


-=-=- the answer is no. 

Q. Now, are there any differences between 
the maintenance practices on main or branch lines that 
are not reflected in your letter of May 6? 

A. Well, maintenance practices would differ 
between main and branch lines as the result of traffic 
Eelam. A branch line is a branch line because of its 
light traffic volume; a main line is a main line because 
of its heavy traffic volume, and then you have the 
amount of labour, inspection labour, and so forth. 


COMMISSIONER MANN: Mr. Stenason, do you have 
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a five-class division of maintenance practices as the 


C. N. R. does, track maintenance? 
| THE WIINESS: We have a classification. 
I don't know if it is a five-class. I will just check 
that. It is a four-class classification. 

COMMISSIONER MANN: And are all your braneh 
lines maintained at the same class standard of maintenande ° 
or would there be variations on branch lines? 

THE WITNESS: There would be some variation 
in branch lines. 

COMMISSIONER MANN: Thank you. 

MR. MAURO: Q. Is there information availabl . 
Mr. Stenason, that would point up the amount of labour 
used per mile on branch line as opposed to main line, 
the degree of inspection, whether it is manual inspectio 
or otherwise? 

A. We undertook a special study in econnectio 
With the grain study in which we went back to these time 
records for prairie region branch lines and obtained 
the actual expenses during the three years 1956, 1957 an 
1958. Now, included in the work papers would be the la our 
cost for the branch lines. 

Q. Perhaps, Me. Stenason, if that special 
Study were made available the information could be 
ascertained by our consultants. 

A. Yes. We don't have the special study, in 
Ottawa, but we could get the material for you. 

Q. And perhaps at the same time you could 
indicate the replacement rates of branch lines in these 


three years, whether it was four or five or six per cent, 
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tie replacement. 


A. that, I think, would be more difficult. 
The only figures we had in this study were the actual 
labour costs that were taken off. We will see what we 
can do. 

Q. Now, under the particulars of variable 
costs on page 2456, volume 17, there appears an item 
"Joint Facility Rents, Taxes and Interest -- $15,485,000", 
I wonder if you could give us a breakdown as to what 
is included in the item and where the taxable property 
is located by provinces. 

A, I didn't hear the latter part of your 
question. 

Q. And where the taxable property is located 
by provinces. 

MR. SINCLAIR: You mean by amounts and by 
provinces? 

MR. MAURO: Yes, amounts would be fine. 

MR. SINCLAIR: We have to break that out. 

THE WITNESS: We will have to prepare that 
for you, particularly in the breakdown by province, 


MR. MAURO: Zi Turning to page 2469, volume 


18, the third paragraph down: 


"A routing pattern for the movement of cars of 

grain from each station was established by field 
Studies. This enabled the route miles to be 
developed by railway subdivisions for the loaded 
movement from each station of origin to each 
Station of destination. The multiplication of ton 


and the route miles from eam origin station 
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"provided revenue ton-miles from each station and 
the number of loaded cars times the route miles 
from each origin station provided loaded car- 
miles from each station. The revenue ton-miles an 
loaded car-miles figures were thus developed for 
each subdivision," 

Now, if this routing pattern, Mr. Stenason, 
resulted in an indirect loss of a direct route, it would 
result in increased mileage and decreased revenue per 
ton mile. 

A. ‘ Yes, that is correct -- although this 
was very thoroughly tested. Perhaps I should explain 
the basis of the routing analysis. There was a study 
taken in which the despatchers were asked to take the 
normal routing at each station. This was thoroughly 
reviewed by the despatchers in the district and the 
regional chief despatchers, and so forth. After the 
routing was treated we then tested it by taking a sample 
of the cars moved. This routing analysis has the effect 
if anything, we think, of understating the miles involved, 
because it ee no account of detours or other factors 
arising from operations. 

Q. The normal routing wouldn't necessarily be 
the direct routing where grain was involved. You might 
have a normal routing pattern for the movement of grain 
to fit into the better operation of rail management, 
but it would not necessarily coincide with the direct 
route. 

A. I would say that the routing pattern over 


which the grain moves is, I would say, universally the 
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minimum cost way of moving the grain. 

Q@. Well, we will get into the actuality 
of that practice, Mr. Stenason, The point I am making 
here is that if, in fact, the routing pattern used was 
not the most direct method of moving the grain to points 
of export, this would result in increased mileage, decreased 
revenue per ton mile, and you said that the principle 
Which I enunciated is correct. 

A, If you make the assumption, yes. 

Q. And if this basic factor of route miles 
is incorrect, then this would be reflected and compounded 
in your revenue ton miles, your gross ton miles and your 
loaded ton miles? 

A. The routing pattern is reflected in the 


basic output statistics. 


(Page 11691 follows) 
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THE CHAIRMAN: Order, please, 

MR. MAURO: Q. Mr. Stenason, in order 
to accurately determine the cost associated with the 
study traffic you had to first determine the number 
of cars handled? 

A, Yes, that is correct. 

Q. And, as I understand you testimoney, 
the number of cars handled was determined by calculating 
the number of loaded cars passing through each terminal 
on the prairie and pacific regions, and from this 
you arrived at the number of cars handled at each ; 
terminal? | 

A. This is basic to the switching aaaice 
The number of cars loaded were determined from special 
Studies of station records which showed the revenues, 
cars and tons of statutory and related grain originated 
at each station. 

Q. Dealing with the basic factor that 
was utilized in the switching time -~ and I think I 
correctly stated what you said at page 2471: 

"The number of car loads of the study 
traffic was determined from the way bills. The number 
of loaded cars passing through each terminal on the 
prairied and pacific regions was developed from the 
routing of the traffic. This gives loaded car handlings 
at each terminal."? 


A. Yes. 


Q. Could you tell me what are the terminals 
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that a car would pass through from Winnipeg to Fort 
William? 

AS Yes, 

MR. SINCLAIR: Does Mr. Mauro mean a loaded 
car -- loaded at Winnipeg? 

MR. MAURO: Yes. 

MR. SINCLAIR: Originate in Winnipeg? 

MR. STENASON: They would be Winnipeg, 
Kenora and Ignace. 

MR. MAURO: Q. And Fort William? 

A, And Fort Willian. 

Q. So that if a car left Winnipeg it would 
appear for switching purposes, for this basic factor 
of switching, at Winnipeg, Kenora, Ignace and Fort 
William? 

A. Yes, it would bea classification at 
each of these points. You appreciate, of course, that 
the industrial work has nothing to do with car handlings,. 

Q. So that your figure of car handlings 
was the sum of the cars passing through the terminals 
mentioned -- Winnipeg, Kenora, Ignace and Fort William? 

A. That is correct; wherever classification 
work was done to a through loaded car of grain. 

Q. But isn't it a fact that the cars 
passing through a number of terminals without being 
rehandled? 

A. Here I think we should get into a 


discussion on classification and why is meant by it. 
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Classification time, as reflected in cost studies, 
is any work done to a train which contains through 
cars passing through a terminal. Now, the work may 
vary from changing a caboose or pulling bad order ears 
at a terminal to taking through cars out of one 
train and putting them into another, and, in some cases, 
storage. 

Q. I say to you that, as you have 
previously admitted, in utilizing this factor of 
cars handled for switching purposes you took the sum 
of the cars moving through the points from Winnipeg 
to Fort William, namely, Winnipeg, Kenora, Ignace and 
Fort William, and used that as a sum total? 

A. That is our estimate of the number of 
car handlings which were required. | 

Q. And I say further that any trains of 
grain leaving Winnipeg bound for Fort William, that 
they would pass through Kenora, Ignace and to Fort 
William without being rehandled in any way at intermediate 
points? 

A. That 1s not correct. That is simply 
not the way the traffic is handled. 

Q. I refer you to, and ask your comments 
on, certain material and evidence submitted by Mr. 
Arkle, with whom you may be familiar, 


MR, SINCLAIR: This is Mr. H. Arkle, the 


traffic manager? 


MR. MAURO: Yes, that is the gentleman, who 
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had spent, I understand, approximately 40 years in the 
western region. 

MR. SINCLAIR: Yes, he started out working for 

the man who set up what is now the United Grain Growers. 

MR. MAURO: Q. This evidence, Mr. Stenason, 

was dated at irene Ontario, May the 25th 1953 in a case 
entitled re removal of hold-down of Crow's Nest Pass 
rates on grain and grain products between prairie points 
and Fort William, Reading from page 8012, he is asked 

a question, by I don't think it is anyone less than my 
learned friend Mr. Sinclair: 

"Would you tell the Board, Mr. Arkle, whether 
traffic conditions are similar in the movement of 
grain for local consumption, grain products for local 
comsumption within western Canada and grain and 
products moved to Fort William? 

ete There are substantial differences. in how 
grain is carried if it is destined locally within 
western Canada and if it destined to Fort William. 

Q. Can you give us an example? 

A, There are differences between local grain 


and Fort William grain in the volume transported, 


that is one. 


Q. Yes. 


A. And the contract of carriage is two. 

Q. And the ae weight governing grain 
products, and the further pereeebetac ian charges 
that are contemplated when the traffic moves." 


Now, Mr. Sinclair then asks: 
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"It might be wise, Mr. Arkle, and it would 
be of some assistance to the Board, if you would 
explain a little more and.tell the Board the 
differences, for instance, on each of those 
categories that you speak of. Take the volume 
first. Why do you say that the volume to Fort 
William is a significant difference compared 
to the volume of local mileage grain and products? 

A. The movement to Fort William is virtually 
in solid trains handling maximum tonnage with 
minimum of switching of terminal work both in 
transit and at Fort William. 

ee "9les. 

A. Grain and grain products moving local¥y 
within western Canada invariably entail the fre- 
quent handling of single cars. 

Q. Yes. Now does all grain moving to 
Fort William channel in at a single point on the 
Canadian Pacific, for instance? 

A, Yes, it comes into Winnipeg and then 
is made up in solid trains, they are terminaled 
there and moved to Fort William in solid train 
loads." 

I wonder, firstly, Mr. Stenason whether you agree with 
Mr. Arkle that grain trains leaving Winnipeg move in 


solid train loads with maximum tonnage rate and termin- 


aled to Fort William? 
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A, No sir; there are certain times during 
the year when grain is handled in that way. 

Q. So, do you think Mr. Arkle was wrong 
there in giving that evidence for the hold-downs? 

A, Well, we have studied the way in 
which grain is handled. I think, from what you have 
read to me, that Mr, Arkle was concerned more than 
anything else with the amount of local switching which 
is involved with domestic as opposed to export grain, 
and this is quite true; there is much more local 
switching. 

Q. I understand Mr. Arkle was in that 
region for approximately 40 years: how long did you 
study this situation? 


MR. SINCLAIR: All his life; that 1s in 


evidence. 
MR. MAURO: Whose life? 
MR. SINCLAIR: Mr. Stenason's life. 
MR. MAURO: Q. How old are you, Mr. 
Stenason? 


A. 29. 

Q. And assuming that you didn't start 
before you were three, we will give you 26 years. 

COMMISSIONER BALCH: Is Kenora an inspection 


point? 
MR, STENASON: For Canadian Pacific, yes 


ae 


COMMISSIONER BALCH: And Ignace too, is that 
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an inspection point? 

MR. STENASON: Yes, there is some inspection 
between terminals. Kenora is a much more im portant 
inspection point. 

COMMISSIONER BALCH: of course, they would 
discover if they have any bad order cars at Kenora? 

A, Yes, sir, and occasionally they have 
to change tonnage. If it is true that Canadian Pacific 
operates tonnage trains of grain at certain times of 
the year, there must be a change in tonnage. 

COMMISSIONER BALCH: So, although there 
is maybe a solid train for Fort William, there is 
a certain amount of breaking up, probably, at Kenora 
and Ignace? 

MR. STENASON: Oh, yes. We have studied 
this through our additional yard teams. We have 
actually studied the work done to through cars -- 
that is, cars originating on a through train and depart- 
ing a terminal on a through train. 

COMMISSIONER BALCH: What is the controlling 
grade between Winnipeg and Fort William? Have you any 
idea? 

MR. STENASON: Well, I am taking this with 
a 1600 horse power diesel, and the controlling grade 
from Winnipeg to Kenora is 3300, and then into Fort 
William 1900. 


COMMISSIONER BALCH: So, there would be 


a definite reduction? 
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MR. STENASON: Pardon me; that is east 
bound. 2640 right through to Fort William, 

COMMISSIONER BALCH: All the way through? 

MR, STENASON: Yes, 

MR. SINCLAIR: Just a minute; Mr, McGinn 
has said that is not correct, 

MR. STENASON: It is 3300 all the way through. 

COMMISSIONER BALCH: All the way from 
Winnipeg to Fort William? 

MR. STENASON: Yes. 

MR, MAURO: Q. You were mentioning about 
tonnage variations at Kenora. As I understand ity 
there are no tonnage changes at Kenora -- it is the 
same tonnage in and out of Kenora east bound to Fort 
William -- the same tonnage rate? 

A. There is the same tonnage rating for 
a similar locomotive from Winnipeg to Port William. 

Q. So that that locomotive leaving 
Winnipeg with its classified tonnage rating would be 
no reason for changing cars at Kenora in adjusting 
its tonnage -- it is the same engine and the same 
rating east of Kenora as it was when it left Winnipeg? 


A. I want to check this. I believe there 


was a difference in 1958. 

Q. You could let us know if there is eae i 
change in the tonnage rating east or west of Kenora, 
The other thing I would like you to check is in conne¢tion 


with what Mr. Balch has asked you. You mentioned you 
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do some additional work at Kenora, and we would like 
you to ascertain whether that work is done for the 
through cars of grain or for the other cars that may 

be in the train in Switching them out -- bad order cars 
or changing of the caboose? 

A. Well, bad order and caboose are both 
factors which apply to everything on a through train -- 
grain or non-grain. 

Q. Yes. Well, these are the two that 
Commissioner Balch has mentioned, but Would you tell us 
or later submit the information on what other work you 
would do on through cars of grain at Kenora and at 
Ignace? 

A, Well, the changing of cars from one 
train to another is one factor; the storage of cars -- 
and storage does take place, of grain, at Kenora at 
certain times of the year. 

Q. Why would you one nee cars from one 
train to another if the tonnage rating is the same all 
the way from Winnipeg to Fort William? 

A. Because this is the most economical 
way of handling the traffic. There are not solid grain 
trains. 


a. You mean you are switching just to 


switch the train? 


A. No, we-are not switching to switch the 


train. 


Q. Wouldn't it be more economical not to 
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switch all of these cars from one train to another train, 
and operate this train right through when it has the 
same tonnage rating? 

A, This is assuming there is enough volume 
of grain every day of the year to make up a solid train 
of grain all the way to Fort William. 

Q. We are just dealing with the fact that 
you told us there are a certain number of cars of grain 
going to Fort William, and I suggested to Tones the 
evidence of someone well reputed before this Board and 
others, that grain leaving Winnipeg would leave in 
train load amounts with maximum tonnages, and then I 
asked you whether the rating from east of Kenora was 
the same as west of Kenora, and you said yes, and I 
started by asking you whether you built up your switching 
time in determining the cars through Kenora, Ignace 
and Fort William, and you said yes, and I suggested 
you were over stating the costs of switching because 
there were many of these cars which pass through Kenora 


and Ignace that were not switched. 
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a. No, we have studied the movement of the 
traffic as it occurred. 

COMMISSIONER BALCH: Just a minute; would you 
have any idea or record of what percentage a through 
train can have from Winnipeg to Fort William? . I mean, 
the solid trains of grain because it may be a very small 
percentage. 

A. Lo ie, sie ytand 4 applies only during th 
peak summer when navigation is open. I have a sample and 
I can report that to you. | 

MR. MAURO: Q. Now, at page 2479, 

Mr. Stenason, of volume 18, active cars days is the 

next assessment: 
"Active cars days for the loaded and empty move- 
ments for the study traffic were taken from the 
sample of 3,700 box cars. Active car days 
represents all the time the cars were under load 
plus the time of the related prior empty movement 
All storage and repair times have been excluded 
from active car days. reba the sample, total 
active car days for the total study traffic were 
obtained." | 

Now, the time that a train is under load 
would be affected by traffic conditions, I assume? 

A. You mean the time that a train is in 
transit? 

Q. No, loaded. 

A. That a train is under load? 

MR. SINCLAIR: You mean cars under load? 


MR. MAURO: Q. I am sorry, yes. 
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A. Well, it would depend on the Speed at 
which the traffic was moving, the ea of the train, 

Q. In your opinion are active car days, 
loaded car days a proper index of the traffic volume ? 

A. They reflect the time in transit of the 
wrartic, 

Q. Do they not also reflect, as I say, the 
traffic conditions not brought about by the commodity 
itself and do they not reflect managerial decisions ag 
to the method, the base method that management decides 
on movement of this commodity? 

A. They reflect the way. in. which the traffic 
moves, the way in which the traffic moves depends on a 
great many considerations. 

Q. Would not loaded car miles be a good 
index of the traffic? 

A. Loaded car miles is the number of miles 
that loaded cars move. With the study traffic it isa 
good index of the traffic in that sense. 

Q. I have some idea of what it was, 

Mr. Stenason. My question was, would it be, as opposed 
to active car days, would it give a better reflection of 
the traffic being moved? 

A. No, I would not think so. The reason 
why we are using active car days is to reflect the time 
dimension for the movement of the traffic; loaded car 
Miles say nothing about time. 

Q. If we wanted to compare the total traffic 
handled by the Canadian Pacific from year to year, would 


loaded car miles be a good index to use? 
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A. Well, if you want to compare the teta 


traffic handled by Canadian Pacific from year to year, 
I suggest you use gross ton miles or revenue ton miles, 

Q. Gross ton miles instead of loaded ton | 
miles? 

A. Revenue ton miles, 

Q. Well, to give me a straight answer, 
would it be a suitable index, in your opinion, if we 
wanted to test the traffic on the Canadian Pacific 
Railways over the years to use loaded car miles as 
giving an index of the actual amount of traffic being 
handled? 

A. Yes, I think that for certain purposes 
loaded car miles would be indicative of trend, EU, 26 
avery difficult question to answer because every 
Statistic which is used depends on the purpose for which 
it should be used. 

Q. Page 2483, Mr. Stenason, Volume 18: 

"The total engine minutes were the number of 

cars of the study traffic handled multiplied by 
the average time required to move each car. The 
number of car handlings during each phase of the 
movement of the study traffic was obtained from 
the study of the basic units of transportation 
service described earlier." 

Now, the switching minutes attributable to 
grain passing through areas, I understand, is approxim- 


ately 5 million minutes? 


A. Yes, there was a revision here made as 


a result of the further field studies. 
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Q. What is the new revised figure? 

A. 4,311,563 minutes. 

Q. So that grain minutes attributable to grai 
passing through yards is Some th ing Slightly less than 
48 per cent of the total Switching minutes? 

A. Tee. 

Q. And if, as we previously suggested that 
the car handling that you attribute to grain moving 
through these various terminals has been overstated, 
then this figure of 4,311,000 is incorrect? 

A. Well, I would again like to repeat that 
we have measured the Switching work done to through cars 
at these terminals. 

Q. Would you turn to page 2487, the last 
answer on the page: 

"The combination of elements of switching service 
applicable to the handling of a through or local 
car of grain or grain products in each yard was 
provided by the yardmaster." 

I was wondering if you could tell us what 
you meant by a local car of grain? 

A. Well, this would be a car at Vancouver, 
let us say, which arrived on a train from Calgary, went 
initially to the classification yard and was later 
moved from the classification yard to an elevator. The 
various elements of switching which were done to that 
car were attained as a result of the analysis of the 
Steps that the car followed in getting from the classi- 
fication yard to the elevator. 

Q. Would you describe for us. the difference 
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between a through car of grain at Vancouver and a local 
car of grain at Voncouver? 

a. The car would be local at Vancouver -- 
the word “local car" refers -- [ was going on to millin 
in transit traffic, refer to milling in transit traffic 
where the car arrives ona train at Kenora and is taken 
off the train and put a a mill. 

Q. That is the distinction, a local car 


would be one being milled in transit? 


A. Yeas, 

Q. And the through cars going to export 
points? 

A, Yes. 

Q. At page 2494 after you enumerate you 
state: 


"The time per car for services performed handling 
cars from point of origin to destination was then 
applied to the number of grain and grain product 
cars used in that service during 1958 giving the 
time spent switchikng the study traffic during 
1956," 
Now, Mr. Stenason, am I correct in assuming 
that the allocated switching minutes to grain traffic 
is as follows: You determine the total number of car 
handled, for instance, at the Winnipeg yard? 
Bs Yes. 
Q. And then you determine the t@al switchin 
Minutes for all of the cars handled at the Winnipeg yard? 
A. Well, no. The Winnipeg yard was broken 
down into a number of elements of switching, one of whic 


was classification, another of which was milling in 
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transit traffic and each mill is a separate element of 
switching, Now, the way in which classification was 
counted was the time Spent by yard engines in classifi- 
cation and the number of cars handled in classification 
during the four-day study period. 

Q. You then took each of these elements and 
came up with a total figure attributable to that element 
of switching? 

A. Yes. 

Q. And then you determined the percentage 
that grain cars handled were to the total? 

A. No, we developed a unit time which was 
applied to the grain cars handled during the year in 
each element of switching. 

Q. Well, did not the total time -- how did 
you arrive at the unit cost? Did you not take the 
total time and divide it by the number of cars? 

A. Yes, that is correct, that unit time is 
then applied to the number of cars of grain during the 
year which received that particular element of work. 

Q. Your classification was made, I believe, 
on grain and industrial, you took the total number of 


minutes for classification and developed a unit time for 


each car? 

A. For each car handled in the classificatian 
yard, 

Q. Well, classification is an element of 
switching? 

A. Yes. 


Q. And I understood you to say you broke it 
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down and made a Study of the various elements of 


switching? 

A. ves. 

Q. We are now talking of classification as 
an element of Switching? 

| A, Yes. 

Q. And you estimate the total time taken 
at the Winnipeg yard for classification? 

A, Yes, 

Q. And you took the number of cars of grain 
handled in the Winnipeg yard? 

A, In classification in the Winnipeg yard?’ 

Q. And divided it into the total aénd arrived 
at an average cost per car handled? 

A. I think we are off the rails again. The : 
unit time for classification was developed on the basis 
of all cars handled during the four-day study period, 
This developed a time per car and that time per car was 
then multiplied by the number of cars of grain handled 
during the year, 

MR. MAURO: That is what I started out by 
Saying. 

COMMISSIONER ANSC OMB: As simple as can be. 

MR. MAURO: Q. I certainly want to apologize 
to the Commission, but that is exactly the statement I 
Started out with by saying that he took the total time 
and divided it by the number of cars. Now, my question 
is that this method assumes that grain should be charged 
the same average switching minutes as other cars handled? 


Bis That is right, in classification. 


(Page 11711 follows) 


| a! a 7. 
) een 
20 adzemele euotuay stit Yo Yate # cbam Dak mom 
ee aoe ae See 
s8e8 A 

us doijseltteesls to gabllses wom ers of ee = é 
fankdosive Yo gaouete as 
ert me” Wn) 
aeiad ontt (atod oft sdaaites soy bak ra i uals 
| cnobisoltteesfo tot busy geqtnntw edt te. - 

oy A | - i 
aie Yo aso ‘to tedima edt soot Hoy bmA 2D i 
these aoctantw edd at befbasd | 


fhrsey pegtaniW ads at aettsolitisesis at oA 


. « oe 


is 
_< 
A 
. 


/ 
7 


evirts baa Isto? alt ofnt ¢f bobivib bal a i” a 
. Thelhbasd 289 seq 2802) sgetevs ne 36 | 

of? hens alley edt Tio sé ow Aatdd I A 

alesd odd mo begoleveb sat aofssottiees£o rot emido tin | 


-bDotfvag ybuge ysh-awel sit gattwbh belbnad eros [fe 19 


(ag 


| EfW 189 teq sats dad? bas 1s9. t9q emis s Deqolevebd eter 
| belbasd atssx. to es to wodmun ead yd betigttium aost jl 
| 188% 43 gatch § 
| Udi duo bedusde 1 dedwW at tedT _:ORUAM . AM Ww 
| -Qntyse - 
| -8¢d ns0 es slqmie cA  :G@MO0EHA HAMOTS2IMMOO - 3 
gelyologs ot gasw ylnisdreo I .9 + :ORUAM FM . | 
| oC tnemetsds edt vlitosxe at dsdd god .aoteaimmod sad of 
emly Lato! sft scot of dad gntyss yd Adviw duo bs 
Motizeup ya ,.wot 6389 to tedmun odd yd tl Sebivib bas 
| Deyrredo od bi verte nistg tend eomuees Sonitem etd ee 
Tbelbnsd exes ioddo ss aetunim goitodivs egsieve suse | 


my 


_«stoigsorliaes£([o alt .tmgian ef daif .A 


{(ewoffot [fVf£L east) 


ANGUS. STONEHOUSE & Co. LTp. Stenasgon cr-ex r a at Ws oe 1 
TORONTO, ONTARIO ( Mauro ) 


Q. Including industrial Switching to Sidings? 


An ‘Noy sir, that is another element of 


switching and it is treated separately. 

| COMMISSIONER BALCH: Mr. Stenason, if the 
other cars were not on the train there wouldn't be any 
Switching. In other words, you would have to switch 
the cars from the cars loading grain Which, of course, 
would make the Switching necessary. 

THE WITNESS: Yes. Well, the train will 

come in with grain and non-grain traffic, and the Switching 


has to be done for the whole train. 


13 COMMISSIONER BALCH: Regardless of whether 
14/it is grain or not? 

15 THE WITNESS: Yess, 

16 COMMISSIONER BALCH: Which entails switching 
17||for the grain cars? 

18 THE WITNESS: Yes. 

19 MR. MAURO: aye You are assuming that there 


would be similarity of switching times for cars carrying 
different commodities? 

A. Under classification. 

Q@. I am referring you to the C.N.R. Exhibit 


or PP, page 3. 


MR, SINCLAIR: NR 2-6. Is that the one? 


MR. MAURO: Yes. 


Q. Have you that before you, Mr. Stenason? 


A + 2Y SR", 


Q. Now, I notice, Mr. Stenason, that the 
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switching, industrial Switching to elevators, Manitoba 
Pool No. 3, minutes per car, 2.7; Stewart, 1.9; 
Thunder Bay, 3.2; Saskatchewan Pool No. To? 2465 
paekatchewan “Pool NO: 6;°3.07 Ulala?! 196; “Natfonal 
peed, I4*cars;, 7-6; Lakehead, 4 cars, 7.2; Northwestern, 
37 cars, five minutes; Searle, 1.7; National, 2.2; 
Paterson, 3.1; Saskatchewan POUGLrs "tres That’ Ya 
page 3 of that exhibit. Now, that is the Switching 
attributable to grain having a breakdown there of 
minutes per car, In other words, other industrial 
switching in Fort William: Great Lakes Paper, 6.2 
minutes; Montreal Street Industries, 16 sl AbL Serer 
Paper, 4.5; Robin Hood Flour Dock, 5.0; Mission Oil 
Docks, 2.8; Fort William Coal Dock, 9.1; Mission Freight 
Shed, 6.5; Twin City Industries, 15 minutes. 

Now. then, on the next page you snow as high 
as Provincial Paper, 25.2; Thunder Bay Paper, 23 
minutes per car, My question is; From ‘thec .NiR. 
Exhibit, if one were going to average the two and three 
and four minutes that are taken to switch the grain 
car, you then have 25 minutes per car, doesn't it 
result in penalizing grain? 

A. I am afraid you are under a misaprehensio 
We followed identical treatment with Canadian he 
for all the switching, and I have the time per car 
for the elevators, and the only element applied against 
the grain for switching was the time required to move 


'the grain from the classification yard to the elevater. 


I can read you the similar times for Fort William, 
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if you like, Would you like them? — 

Q. If you would put in some of the 
representative ones, Mr. Stenason?: 

A. Sheds, 3.45 -- this is for flour -- 

3.6 minutes ; Ogilvie's, 2.5 minutes; Farm Elevators, 
2.6 minutes; Empire Elevators, 3.3 minutes, Stock Yard, 
14.0 minutes -- that was not applied against grain -- 
Paterson Elevator, 2.2 minutes, Current Elevators, 1.9 
minutes. 

Q. On page 2518, volume 18, re traffic and 
general: 

"Traffic expenses are those incurred in securing 
traffic and pricing railway services. General 
expenses include items such as salaries of 
general officers and clerks, and pensions." 

Now, Exhibit 68 shows a cost allocated for 
grain for traffic and general of $4,079,910.00. Now, 
under the classifications of account, the items listed 
under Traffic are; Superintendence, Agencies, Advertising, 
Associations, Industrial and Immigration Bureaus, Insurance, 
Stationery and .Other Fzpensed. 

MR SINCLAIR: Which accounts are those? 

MR, MAURO: Accounts 351 to 359 inclusive, 
under Traffic. 

Q. And then under account No. 451 to 462, 
it includes such items as: General Officers, Clerks 
and Attendants, Office Expenses, Law Expenses, Insurance 
Pensions, Stationery, Other Expenses and Joint Facilities. 


Would you tell me what work the railway expends 
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in the securing of grain traffic in Canada? 

A. Are you talking about the traffic expenses 
Ow? 

Q. Yes" 


A. There is solicitation of grain traffic. 


ag They actually seek it out, Mr. Stenason, 
hey are looking for grain traffic? 


A, Our Traffic Department spends time in con- 


nection with the movement of Srain traffic. 


4 Q. Actually soliciting the movement of the 

it grain at statutory rates? 

2 Ae policiting traffic. 

13 Q. I am interested in the grain traffic. Your 


Traffic Department actually goes out and tries to solicit 
increased tonnage at these very low figures? 

A. nes. Once maintenance expenses, and so 
forth, and the plant is undertaken to handle a certain 
volume,the traffic is solicited. 

Q. What work does the C. P. R, do in pricing 
the service for carrying grain? 

MR. SINCLAIR: I can't understand the qve stion. 

MR. MAURO: Q. I understand that is one of 
the items included under Traffic, pricing of service, I 
wondered if there was any work to your knowledge done by 
the C. P. R. in pricing grain services, 

MR. SINCLAIR: Mr, Chairman, wnat we have been. 
through here, Mr. Chairman, for the last number of months 
on this matter, if my friend needs to wonder if any work 


is done by traffic officers on pricing af grain, I am 
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ANGUS, STONEHOUSE & Co. LTD. Stenason, Cr-E€X, ali 
TORONTO, ONTARIO (Mauro ) 


surprised. I thought tinat was one of the fag irs we 
have been concerned with. 

MR. MAURO: Q. Do you know what aetual 
services -~ we have heard a lot, Mr. Stenason, about the 
work that is done on this, and I thought you would assist 
the Commission in getting down to details on it. What 
are the services which are regularly performed by the 
Traffic Department? 

THE CHAIRMAN: For grain? 

MR. MAURO: Yes, attributable to grain. 

THE WITNESS: Looking up tariffs, solicitationl, 

Q. Now, advertising, Mr. Stenason. As I 
understand the methods by which you came up with these 
figures, it was that you made an allocation between 
passenger and freight services, an arbitrary allocation 
as to the amount of total operating expenses that was 
attributable to passenger and to freight. 

A. We undertook special studies to determine 
the passenger expenses and traffic general. Is that 
what you are referring to? 

Q. No, I am going to ask you -- we will take 
it step by step. In coming up with this first step in 
Pecine to arrive at these figures that you have arrived 
at in statement 410, Exhibit 68, you had a starting point 
and you had total cost to the Canadian Pacific Railway, 
total operating expenses; is that correct? 

A. Yes. 

Q. And then you subtracted from that those 


costs which you concluded were attributable to passenger 


services? 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex,. 11716 
TORONTO, ONTARIO (Mauro) 


A. Well, there was one step prior to that 
in these figures. 

Q. And that was for this traffic and general 

A, Oe, 

Q. And then you had a figure left and you 
allocated a portion to passenger and a portion to 
freight? 

A. Less 

Q. And you then took the proportion that 
grain, all grain traffic was to the total freight ex- 
penses, the balance of the freight expenses, and you 
came up with this figure, this figure of 12.423 per 
cent. 

As No, You are thinking of the way in whic 
the constant was applied to grain. We are discussing 
traffic and general, and the method used in traffic and 
general was as follows: First, the solely related 
passenger traffic and general expenses were removed; 
Secondly, a ratio was developed which was the ratio 
of what we called the freight and constant proportion 
of traffic and general expenses to total freight variabl 
and constant costs. That ratio was 17.207 per cent. 
Now -- 

Q. I have, unfortunately, to go slowly 
because this is new to me, and I am sure to some of the 
Commissioners. The figures that I obtained, that we 
have tried to work out, were $34,492,380 over $277,641, 621 
times 100, which gives you 12.423 per cent. This is 
just the traffic and general, Mr. Stenason, not 


communications. 
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ANGUS, STONEHOUSE & Co. LTD. Stenason, er-ex, Sin le g 
TORONTO. ONTARIO (Mauro) 


MR. SINCLAIR: One of these work papers was 
requested and sent to your consultants, work paper 10, 

THE WITNESS: Yes, that is eorrect, 12,423 
per cent. 

OD. And that was $34,492,380, being the 
traffic and general freight over the balance of the 


Treight? 


A. Deo. 

Q. And you came out with 12.423 per cent? 
A. Fens 

Q. And then you applied this 12 per cent to 


the amount chargeable to grain; is that correct? 

A, This was applied to the variable costs 
of grain less the traffic and general, yes. 

Q. And we come up with the figure of 
$4,079,910? 

A. Le Ss 

Q. Then the $4,079,910 was taken as over 
$34 million, which was the traffic and general freight 
amount; is that correct? If you take the $4,079,000, 
Mr, Stenason, and put that over the $34,492,000, which 
was the traffic and general freight times 100, you come 
up with 11.82 per cent, which was the amount that you 
charged grain with each of these accounts in traffic and 
general? 

A. Yes. 

Q. In other words, you took the total charge 
for grain per schedule 410? 


A. NCB s 
Q. Over the total general charged to freight? 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex, 11728 
TORONTO. ONTARIO (Mauro) 


ne tea. 

Q. Times 100, and it came to 11.82 per cent. 
Then under these items of Superintendence, agencies, 
etc., grain was established to bear 11.82 per cent of 
those items? 

A. This is of the freight and constant 
portion only. Now, as far as the advertising is con- 
cerned, the bulk of this has been removed and is in the 
passenger expenses. 

Q. Well, we have worked out -- 

MR. SINCLAIR: Mr. Chairman, the witness said 
that there was first a removal from the general accounts, 
the ones that were solely related passenger. 

MR. MAURO: Q. We have worked out what we 
contend is the allocation made, and we are going to put 
the witness the amount we attribute to each of these 
accounts, and the witness can say if it is in error or 
not. 

Under traffic account 351, superintendence, 
charge to grain, $229,597.00; account 352, agencies, 
$295,000.00; advertising, account 353, charge to grain,’ 
$40,042.00; associations,. the amount was $25,919.00 -- f 


ca 
a ~ 


that is included in the cost of the carrier particip- 
ation of Carrier Association, Fast Freight Association, 
and so on, Then industrial and immigration, the charge 
to grain is $44,142.00; insurance, $928.00; stationery 
expenses, $47,143.00; and other expenses, $6,319.00. 
Under general, general officers, which is account 451, 
this includes the salaries, the pay of all general 


officers and not otherwise provided for, including salaries, 
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fees and commission paid to general officers in lieu of 
salary, $128,241.00; clerks and attendants, $860,810.00 
-- clerks and attendants was account 452 -- office 
expenses, account 453, account 454, law expenses , 
$68,094..00..-That-is 454, It says: 

"This account shall include the pay and the office. 

and other expenses, when not provided for elsewhere 

of officers and employees of the law department, 

the cost of suits, and the payment of special law 

fees," 

Just on that, can you tell me whether under thi 

the grain farmers are paying any of Mr. Sinclair's costs 


for what he is doing here? 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex, sa 
TORONTO, ONTARIO (Mauro ) 


MR. SINCLAIR: Mr. Chairman, I wish to 
object to any specific figures being brought on the 
record, because if they can do it for me they can do 
it for other people, and here representing the Canadian 
Pacific I am afraid that the low salaries being paid will 
result in these people receiving numerous offers, and 
the company will lose their services, and on that basis 
I make my objection to this type of question. 

THE CHAIRMAN: Well, I Tadae we can adjourn 


on that note, 


--~Luncheon adjournment. 


(Page 11724 follows) 
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ANGUS, STONEHOUSE & Co. LTD. Stenason cr-ex, .._ 11724 
TORONTO, ONTARIO ie 
(Mauro) 


e-- UN resuming at 2-00 Dl. 


THE CHAIRMAN: Order, please, 

MR. MAURO: Q. Mr. Stenason, at the 
luncheon break we were discussing the items under the 
Traffic and General and the proportion that we had 
worked out you had assessed against the grain grower, 

We were on the item of law expense, and according to 
Our calculation, in your cost study you allocated the 
sum of $64,094 to grain traffic as their portion of 

the legal expenses of the Canadian Pacific Railway. 
Under insurance there was an item of $232 -- this is 
classification of account 455; under pensions you 
allocated to grain $1,979,940 -- this is item 457 of 

the classification of accounts and it includes the 
carrier's contribution in respect of past and 

current services of employees, Under 458, stationery, 
$71,719, the proportion the grain should pay for 
stationery expenses, that, according to our calculation, 
totalled $695,000. Under 460, other expenses, which 
we have totalled at $1,377,000, you have allocated to 
passenger services -- again these are our calculations -- 
$174,628, and to grain $139,922. Then, joint 
facilities, account 461, $5,007; making a total allo- 
cated to grain of $4,079,265. I understand that 

th.s is what you contend is a proper allocation to 


the study traffic of the expenses listed for Traffic 


and General? 


A. This is the allocation of Traffic and 
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TORONTO. ONTARIO stenasgon cr-ex 11725 
(Mauro) 
General expenses taken as a group. I would not 


consider it valid to break them down as you havé done, 

Q@. I assume you had to break them down 
because you had these separate accounts. You keep 
accounts as set out in the classification of account: 
We will take one, for example, and assuming that our 
calculations are somewhere within the range, in the 
item 352, Agencies, we have ascertained a total expense 
of $5,476,024, and we have calculated that you Aaver 
charged to passenger services $2,981,000, and to freight 
$2,494,930. Of the freight portion you have charged 
to grain 11.828 per cent, totalling $295,100. Now, 
the agency item, which is 352 of the classification of 
accounts. Do you have an account there for the 
Canadian Pacific Railways? 

Re Lee. 

Q@. This includes the pay, office, 
travelling and other expenses of general, commercial 
city and district agents and others soliciting traffic, 
the employees of their offices, and travelling agents 
and solicitors located on or off the line of the 
Carrier's road. City ticket and freight offices, 
separate from regular station ticket and freight 
offices, shall be treated as agencies for which the 
pay and the expenses of the employees therein and the 
expenses of such offices shall be charged to this 
account. | Commissions for services pertaining to 


either freight or passenger business, except comm- 
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issions paid in lieu of Salaries to carrier's agents 
located upon the carrier's Own line shall be included - 
in this account: Bicycles, books for office use, 
furniture, heating and lighting, membership fees, 
periodicals and newspapers, 

I notice in the list of your’ .P sR’, %ineu 
table at page 61 they list some of your agents starting 
off with laters Arkle, European General peningicr | and 
I notice a chap in Bankok, Siam -- ana I imagine the 
water and ice situation is a bigger item there, but 
tf am interested in ascertaining, the gentleman in 
Bankok, Siam -- that grain is being asked to carry 
11.828 per cent of the amount chargeable, 

A. No, that is not correct. Grain is 
being asked to carry 11.82% of the total and it is not 
valid to break it down on an individual account basis. 
It means that grain may be carrying a greater share of, 
let us say, clerical expenses, and foreign freight 
traffic may be bearing the agency expenses. 

Q. When you made up the figure for Traffic 
and General which you started off with, surely you went 
to your accounts; the only source of information which 
would bring you up to a total sum would be the accounts 
that the C,P.R. has under Traffic and General, and I 
assume that the accounts they maintain under Traffic 
and General are the accounts as stipulated in the 
Classification of accounts? 

A. Yes, that is correct. 


Q And these accounts are the accounts I 
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have mentioned -- 351 to 359 and 451 to 461 inclusive, 


and you went through them and came up with a total 
figure, and I don't care what the mental gymnastics 

of it arey but to be precise, the allocation of the 
total or any part of it was made up of these items 
that you allocated to Traffic and General for a proper 
allocation of total freight expenses? 

A. Yes, total Traffic and General expenses 
were allocated to all types of freight and a ratio 
was applied to grain, and a similar ratio was available 
for application to other categories. 

Q. The figure you started off with came 
from your accounts, and they are set up pursuant to 
the classification of accounts, and they are those 
figures I have read to you? 

A. The total Traffic and General expenses 
are the figures which appear -- 


Q. A total is usually made up of parts, 


isn't it? 

Ay “YOR: 

Q. And the total will only be as valid as 
the parts? You can't put oranges into the machine 


and come out with apples? 

as Os 

Q. Multiple regression doesn't even 
Suggest that? 


RK s* “NC? 


Q. So you received a total, and the total wa 


made up of various accounts and you apportioned part 
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of the total? 

A. witha Gcis scorrectils— moi We apportioned 
the total. we did not apportion parts of it in- 
dividually. We apportioned the total as a total; 

Q. You suggested this cost study has 
introduced refinements which permit a more precise 
analysis: You are not suggesting for one moment that 
we Should not -- or, it igs not accurate to look at 
the parts in order to ascertain whether the total is 
a precise analysis? 

Be ‘It is not valid to apply a ratio which 
was developed overall to each component and charge each 
component against grain and say, "This is the amount 
of expense which should be charged to grain." 

Q.- You applied a total factor against the 
total amount? 

fan YOS!, 

Q. And if the total amount is not a fair 
apportionment of costs, then the amount you are 
applying is not accurate or precise, and I am suggesting| us» 
to you that in your apportionment, in using the approach 
you did use in taking each of these items and grouping 
them together and then selecting an arbitrary alloc- 
ation to passenger and then an arbitrary allocation 
to the grain, that you loaded grain with costs under 
Agencies, Superintendence and these other acgousts 


that have no reflectjon at all upon the costs of the 


% 
C.P.R. in handling it? 
} 

A. No, but we may have understated the 
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expenses of clerks, for example, insofar ag grain 
is concerned when you apply this ratio. 

Q. Do you think you perhaps did under- 
state some? 

A. We may have. 

Q.- Do you think it is just as likely you 
may have overstated some? 

A. I would think the clerical expense 
applied on an overall ratio, as has been done here, 
would tend to understate the amount chargeable to grain 
because of the degree of clerical work involved in 
grain. 

Q.- I imagine the same probability of error 
on the side of understating exists on the side of 
overstating? 

A. No, I would not say so. 

Q. You think if you erred at all you erred 
on the side of understating? 

A. On this particular account. 

Q. On this particular account, and when 
you applied a factor of 11.82 per cent to each one 
of these items as the sum which makes up the total sum 
of $4,000,000, you contend that that was not an unfair 
or an inaccurate allocation of the costs on grain 
because you took the total sum rather than the 


m, 7 


components? 


A. I don't think it was an unfair alloc- 


etion. 


Q. Thank you. Would you tell us what 
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was the formula that you used in determining the 
portion allocatable to passenger and freight of these 
Traffic and General expenses? 

A. This was set forth in two letters to 
Mr. Banks. They were largely special studies. The 
traffic expenses were allocated between passenger and 
freight on the basis of analysis of duties of traffic 
officers. 

Q@. Ina letter to Mr. Banks of April the 
12th 1960 -- and I am reading from page 3 of that 
ince: 

"The salaries and expenses of general 
officers and their staffs and all outside agencies, 
officers and staffs whose functions are related to 
both passenger and freight services are apportioned 
between the two services on a formula developed by 
the Vice-president (Traffic) on a basis of analysis 
of duty." 

It would certainly be of assistance to 
us, and I am sure to the cost people retained by 
the Commission, if you would let us have that formula 
for the allocation of those expenses between passenger 
and freight? 

A. We do not have the working papers here. 

Q. But the formula could be made available? 

A wher. 

Q. At page 2518 of the transcript, re 
joint facility rents: "This includes property taxes 


and the net of rentals for facilities used with other 
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railways." 

Page 153 of the classification of accounts, 
and it is item 468 in the classification of accounts, 
"Other railway taxes: This account shall include 
accruals for taxes of all kinds (other than taxes on 
income) relating to railway property (including 
vessel equipment operated as part of the Canadian rail 
transportation sytem), operations, and privileges, 
whether based upon the valuation of the property, 
amount of stocks and bonds or other evidences of debt 
issued or outstanding; number of passengers carried, 
quantity of freight transported, length of line operated 
or owned, rolling stock operated or owned, or other 
basis; also taxes for issuing and recording mortgages 
and trust deeds and for issuing bonds or other evidences 
of long-term debt, and provincial sales taxes on 
materials purchased. 

The account shall also include assessments 
made by Governmental authorities for public im- 


provements such as paving streets and highways, sewer 


I was wondering if you could tell us -- 
and I am sure you can't do it right away -- but make 
available what are these charges in western Canada 
that come within that item of the classification of 


accounts and which you included in your joint facility 


rents and taxes? 


Page 11735 follows. 
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A. Well, the majority of those items 
have already been made available to you. In the letter 
to Mr. Banks you were furnished with a copy of our 
schedule, our annual report to D.B.S. which sets forth 
the property taxes by province. This is the largest 
item in the account. 

Q. This information that I have requested 
under that account of classification has been submitted? 

A, So far as I know. 

Q. And we could from that ascertain 
what those charges were in western Canada? 

A. Yes, by province for property taxes. 

Q. My consultant tells me he has no 
information as to joint facility rents? 

A, We will make those available. 

Q. What would have been the effect if 
you had charged grain on the basis of the companies 
joint facility rents paid in the prairie provinces 
in relation that grain is to the total traffic in 
the western provinces? 

A. I would have charged a larger amount 
of grain. 

Q. Just on that same matter, in the 
letter of March 21 to Mr. Banks, page 5 which is 
on these rents and taxes you suggested there thateit 
was on the basis of a special study and expenses 
apportionment. We would appreciate it if you could 


make available those special studies which resulted in 
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the apportionment. 
Ae The special studies referred to here 
was the separation of rents and taxes between passenger 
and freight services and this was done on the basis 
of a facility and we can make that available. 

Q. Please turn to page 2530 of volume 18. 

MR. SINCLAIR: When we say we will make them 
available, these are work papers and what we do is 
show them to Mr. Mauro is that right? 

MR. MAURO: It would not be much good to 
show them to me but the last question was the special 
studies. 

MR. SINCLAIR: Those are part of the working 
papers. 

THE CHAIRMAN: I understand they will be made 
available to Mr. Mauro or his consultants. 

MR. SINCLAIR: We will have them here and 
fix a day in time and he can come and look at them. 

THE CHAIRMAN: We do not want to file them 
with the Commission? 

MR. SINCLAIR: That is what I mean. 

MR, MAURO: Q. At page 2530 part way 
down the page in reply to a question and the question 
was: 

"MR. SINCLAIR: Q. If it would assist 
Mr. Frawley and he wants them we will do it over again: 


would you define direct costing? 


A, Where it is knom that any category of 
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expense varies completely with the study traffic, this 
expense can be secured by the direct method if the 
accounts segregate the expense. For example, fue} and 
crew wages are directly traceable to the operation of 
trains on which the study traffic moved." 

MR. SINCLAIR: Read it all, read it to the 
end of the answer. 

MR. MAURO: Very well: 

"These items of expense vary completely 
with the study traffic. The direct method is also 
used where the expense is incurred solely because of 
movement of the study traffic and is segregated in the 


accounts. This is the case with loss and damage - 


15 
grain and also grain doors." 
16 
The point I am particulady interested in is 
17 
the fuel and crew wages where you say they are directly 
18 
traceable to the derived trains. 
19 
A. That is right. 
20 
Q. And if your method of establishing the 
21 : 
number of trains is incorrect then this direct 
* allocation of fuel and crew wages will also re incorrect? 
- A. I wish you would explain what you mean 
4 by saying if the method of deriving the number of trains 
25 
is incorrect. 
26 
Q. We may be bringing up a number of 
27 
alternative methods that one could use in assessing the 
28 
number of trains. You operated a method of gross ton 
29 
miles? 
30 


| 
| 
| 
| 
| 
| 
| 
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A, Yes, we developed by train run the 
volume of grain in relation to the volume of all freight 
traffic moving and apportioned the trains or the train 
miles on the basis of the gross ton miles for through 
trains. 

Q. If you had a run from Carmen to Winni- 
peg running fifty-two times a year and if there was 
only 1,000 cars of grain going from Carmen to Winnipeg 
and you could move the grain trains in ten train loads 
of 100 cars each you would have assessed against the 
grain ten trains for that Carmen run. You would have 
taken it as a percentage of the total number of trains? 

A, Yes, that is correct. 

Q. So I come back to my statement that if 
your basis of deriving trains is incorrect then your 
base of direct allocation of fuel and crew wages is 
Similarly incorrect? 

A. If that is the case. 

Q. Page 2552, the answer there appearing: 


"A, As has been stated, grain and grain 


products moving at statutory and related rates constitutes 
over 40 per cent of the total freight traffic moved by 
Canadian Pacific in western Canada. Accordingly much of 
the branch line system operated by Canadian Pacific in 
western Canada was built to handle grain and would not 

have been built were it not for the handling of grain. The 
cost of those portions of the railway plant which would not 


have been built were it not for the handling of grain, less 
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traffic originated or terminated on such facilities, is 
therefore a variable cost chargeable to the movemegt ot 
grain and grain products." |, 

Is ‘this "a sai tiion) conclusion, this 
conclusion that the lines would not .have been built 
was it not for the handling of grain, is this a statis- 
tical conclusion that you have arrived at, Mr, Stenason, 
or is this a personal opinion of yours? 

Aye There are a number of factors behind 
this. The majority of Canadian Pacific branch lines 
in western Canada were built for the purpose of dpeniae 
up the prairies and the major traffic which was antici- 
pated at that time and presently was grain. 

Q. I will read you a statement ‘from the 
Duff Commission on this matter of branch lines and I would 
ask you as a statistician for your comments on it. 
This is at page 21 of the Duff Commission report para- 
graph 55 to 59: 

"55, Canadian railway development during 
the past decade has consisted almost entirely of the 
construction of branch lines and both companies have 
followed practically the same policy. Your commissioners 
have questioned the representatives of both lines as 
to justification for the construction or acquisition 
of this additional mileage. The explanations given 


are not such as to convince us that this policy has been 


sound or wise. 
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56. On behaif of the Canadian Pacific it was 
stated that the company had been forced to anticipate 
the building of branch lines, ‘the construction of which 
might have been deferred without injury to the public, 
and that protective lines had had to be projected under 
a threat of invasion by the Canadian National. 

57. The Canadian National stated that to re- 
frain from branch line construction would result in che 


system being deprived of any opportunity for reasonable 


and proper development. Strategic territories, 
continguous to their main lines, would be entered by 
their rival and, while admitting that they entered upon 
the construction of lines not immediately required, 
they defended this policy on the ground that to open up 
new territory in anticipation of settlement and immi- 
gration, and to maintain the company's relative position 
with regard to the rival transport enterprise, was in 
the long run justified. 

58. To sum up, it is clear that there was 
‘|intense rivalry between the two systems in new territory, 
particularly in the provinces of Saskatchewan and 
Alberta. The construction program of one company was 
responded to by an equal or greater program of construct- 
ion of the other. The development of this territory 
did not meet expectations, and the railways now find 
themselves with additional traffic mileage and an in- 


creased burden of capital charge. 


59. It would befruitless at this stage to 
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apportion the blame for the competition in branch 

line construction, but there is no doubt as to the 
disastrous effects of this competition, and it is 

imperative that conditions be imposed that will make 

impossible a repetition of the rivalry in the extension 

of railway mileage that marked the period from 1923 to 

nooL. * 

Now, Mr. Stenason, I put it to you as a 
statistician, with reference to your statement on page 
2552 that these branch lines would not have been built 
were it not for the handling of grain is:an assumption, 
a personal assumption and not a statistical conclusion 
and it is not born out by the historical development 
of the branch line system in Canada. 

A. Are you talking about all branch lines? 

Q. I am talking about the -- 

A, The branch lines that were built between 
1923 and 1931? 

Q. I am talking about branch lines you 
have mentioned here with grains and grain products 
moving as statutory related rates constitutes 40¢. 
of the freight. ¢traffic moved by the Canadian Pacific 
in western Canada and the branch lines referred 
to here were built over the period from 1897 right 
up to about 1931. A great many of these were built 
around 1909 and 1910 and some were built after 1923. 

IT can assure you that perhaps in later 


cross-examination by counsel you will get into a historica 
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survey of which branch lines are solely related and 
when they were constructed. However, I am suggesting 
to you, Mr. Stenason, that the big problem to branch 
lines, the problem that the branch lines have created 
for the Canadian Pacific is the same problem that the 
Duff Commission was considering, it was an over expan- 
Sion brought about not by any economic demand that they 
be built to handle grain or they would not have been 
built. They were not for the handling of Ses ee 
Simply to meet competition from another transportation 
agency. 

A, Well, again I say that does not apply 
to all branch lines, 

Q. Now, were these lines built on the 
decision of management or were they compelled to build 
them? 

MR. SINCLAIR: That question is not clear 
to me. 

MR. MAURO: All right, we will make it clear, 
From your analysis of the situation were you able to 
ascertain whether the C.P.R. say, and now we will reep 
it down to the solely related erenen lines ahd narrow 
it right down, these lines which you claim to be solely 
related, were there any of these lines that they were 
compelled to build by statute, was this part of any 
statutory obligation or was it a decision of management 
to enter into this branch line construction, 


MR. SINCLAIR: Well, Mr. Chairman, I think 


—— 


SUy LE +XO=79 £01 


a 
Ve Soe 
ous Ssislet ylefoa evs aentl donsud dotdw to yev 
i. - > a 
- gotveesgue ms I vrevewoH .bstourdenoo stow yeds asi 
ricastd ot mefdevq aid sdd tarde .noasast2 .aM .voy oe 


; - 
becasyo svad gonli donerd oft gad? meldoiq eft. .eemts 


st tad} meidotqg omse ont et ofttost astbensd: sit x :: 
“fagxe tevo se esw tL ,antvebiense esy noteatamod stud f% 
‘gosit tent SDoemeb olmonose yor Yo gon Juods sdguosd. ot : i 
csed syed ton biuow yeds vo nisetg sflbnaed ot gitod od 
duc aiatg te golldnad eit 16% gon oxew yodT titted | 
soltesxoqenert tertone. aout notstiteames teem ot wiqute | 
svonsgs | 
Yiqgs ton esob gadt yse I ategs cfisw oP. Pay ott a 
| ; .eentl domend {ie ot i 
ait oo sited perk sesdit exsw .wolt D -_ 
bitud et bslleqnno yedt srew so taemegsnsm to solstosb | 
tmortd 
seoip ton et nottseup tedT 1HLAIQUITS aM 
wt a 

isesio tf stan Iflw sw .ddgta LfA :OfUAM .AM 
oj sids voy etew noltautie ed? to. steylsas iwo0y mote 
gesy [fiw sw won One .yae 4.4. D. ont ere aisiiveses 
worse brs seskl domerd betefey ylefoe et oF nwob @E. 
vfefoe sc oF mislo voy dotdw eontl ezszont..qwob. tdai1t $f 
stew ysis tsit eent{ seeds to yas sreds etew. . bose “il 
wos lo dveq elds esw ,otuvete yd blind og bef foameo 
Jaemeasram to noletosb es tt asw 10 soltegtide yrotut te 


.feltounsenoo enti donsazd etdt otnt rstae « 


Hotd? I .mametedO .cM .ffeW :AIAIOUIS , AM »_ 


i=>< 


- 
ie 


’ _— r 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Stenason, cr-ex, 11743 
(Mauro) 


"compelled by statute" requires me to rise because as 
my friends know that with respect to certain charter 
lines there is no statutory compulsion but the decision 
is made in the light of prudency at the time and there 
is a great deal of law on this matter. 

THE CHAIRMAN: I take it what you are saying, 
Mr. Sinclair, is that the branch line program was in 
the voluntary judgment of the company. 

MR. SINCLAIR: It was in the business judg- 
ment of the company. 

THE CHAIRMAN: The business judgment of the 
company. 

MR, MAURO: That is exactly what I wanted, 
thank you. | 

MR. SINCLAIR: With one or two exceptions 


we set out in the chart. 


(Page 11745 follows) 
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Q@. You agree with the statement that your 
counsel has made, Mr. Stenason? 

A. Oss 

Q. As a statistician, do you agree with this 
decision, that this was a business decision? 

MR. SINCLAIR: You can't apply statistics to 
law; it is much more human. 

. THE WITNESS: I agree with it. 
MR, MAURO: Q. These were decisions of 


management ? 


A. Yes, I would agree, 

Q. And the companies in many of the cases 
received various other compensations for the building of 
these branch lines; there are the various charters 
setting them out giving grants of land, You can familia 
with that in branch line construction? 

A. Yes, in some cases. 

Q. And management decision has continued.to 
be exercised in the maintenance of these branch lines? 

A. Yes, the branch lines are still being 
maintained. : 

Q. I wonder if you could tell me what is the 
difference between the exercise of management discretion 
in maintaining these branch line deficit operations and 


maintaining passenger deficit operations. 
. MR. SINCLAIR: Which branch line deficits? 
MR. MAURO: Q. You have studied this, 


Mr. Stenason. Are you aware of any deficit, Mr. Stenason 


‘in the operation of branch lines in western Canada? 


A. No, I am not. 
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Q. Thank you very much. 

A. I didn't study the deficits on branch 
lines. I don't think it would be appropriate even to 
make an estimate as to what the deficit would be on 
branch lines, because the chief traffic moving over 
branch lines is on Statutory and related rates, and it 
is not at a just and reasonable rate. 

Q. This is on the basis of net revenues in 
the branch lines. You have determined that branch 
lines are solely related? 

A. Yes. 

Q. And these lines are not bearing the 
variable cost of providing the service? 

A. The test applied here was to examine the 
cost of grain traffic and to determine whether the net 
from the non-grain traffic was sufficient to cover the 
size related maintenance costs. This says nothing 
about over-all deficit of branch lines. On these solely 
related branch lines the net revenue did not meet the 
costs. 

Q. The vast percentage of traffic was grain? 

A. , Yes. 

Q. And these lines are maintained by decision 
of management? 

A. They are maintained to handle grain. 

Q. Has management decided to maintain the 
lines? 

A. Management decided to maintain the lines 
in order to move the traffic that originates. 


Q. You tell me that the grain, be it at a 
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reasonable or unreasonable level, is not returning the 


costs of the line. 


A, There are deficits arising from grain, 


yes. 

Q. Is there any deficit arising from passenge 
services? 

A. There is a deficit in passenger services, 
yes. 


Q. And we have been told that the distinction 

between a deficit arising from passenger services and 
the deficits associated with the grain problem is that 
is rates on grain have been imposed by statute, but the 
management can deal with the passenger deficits; is that 
correct? 

A. nao TL Silke OF Pet 

Q. Can't management deal with the abandonment 
of branch lines? 

MR. SINCLAIR: This seems to me to be into the 
question of the obligations under the Railway Act in 
regard to a facility once. constructed. 

THE CHAIRMAN: Well, of course, the matter of 
branch lines has bee urged very strenuously. 

May I ask Mr. Stenason this question? If the 
rates on grain were raised to the point that the company 
wants now, and if that rate were paid, would all branch 
lines in western Canada be paying? 

THE WITNESS: Yes, all branch lines but about 
three or four, solely related lines. 

MR. MAURO: Q. In determiningfreight car 


maintenance, you utilized gross ton miles as a factor 
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instead of car miles? 

AR No. 

Q. What did you use for freight car main- 
tenance? 

A. Car miles. Now, are you talking about the 
development of the unit cost of freight car maintenance? 

Q. ves. 

A. As I explained this morning, the expenses 
were treated in the following manner, that this average 
of total freight ear repair expenses was removed and 
laid against inspection; the unit cost of inspection was 
developed on the basis of car miles on the Canadian 
Pacific system, freight car miles, That unit cost 
was multiplied by the freight car miles of the study 
traffic. In so far as the remainder of the freight car 
expenses was congerned, 70 per cent was laid against 
the car miles of Canadian Pacific cars, both on Canadian 
Pacific and foreign lines, te the unit cost, and it 
was then multiplied by the car miles of the study 
traffic, and there was a car repair inspection. 

Q. So you advise that the freight car main- 
tenance was based on freight car miles? 

A. Yes, that is correct. That has always 
been the ‘case. 

Q. Page 3521: You are discussing generally 
here, Mr. Stenason, the regression analysis, the meaning 
of it, and I wonder if you could define what is meant 
by the statistical significance of a regressional 


coefficient? 
A What is meant by the statistical signifi» 


cance of a regressional coefficient is the extent to 
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2 Which the standard error of the coefficient is distribute 
3 about the value found for the coefficient, and this is 


known as the T test. A high-value T indicates a highly 


4 

Significant coefficient, and a low value T a coefficient 
5 

With limited significance. 
6 Q. Did you test the significance of the 


7| coefficient in your study? 


8 A, Yes¥ 
9 Q. You agree that if the probability 
10 exceeds five per cent the coefficient was drawn from a 
5 population with a zero reading? 
MR. SINCLAIR: I don't understand the question|, 
F MR. MAURO: Q. Mr. Stenason, I understand 
4 that it is generally accepted by statisticians where the 
14 


probability exceeds five per cent, in this factor of 
15| T value? 

16 A. Well, let's go back and describe what we 
17 mean by five per cent. The theory behind a T test is 


that if an experiment is repeated an infinite number of 


18 

times the value of the coefficient will be distributed, 
19 

and that actually, according to the tables, if the 
20 


experiment is repeated 100 times, then 95 of these 100 
at times will find the value of the coefficient within the 
22 mean accepted value plus or minus approximately 2.06, 
23 plus the standard error. The 2.06 is the T test. 

Q. If it is above 5 per cent, what would be 


24 
25 your conclusion? 

A. Are you talking now about 5 per cent? 
: That is, if the experiment is repeated a great many 
. times and the coefficient is outside the range of 95 
28 
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per cent? 

Q. Yes, 

LWA Well, using it in that sense, I would say 
that is a highly significant coefficient. 

Q. If it is above five per cent? 

A, Oh, I see, you are working the other way, 
I think 10 is a better cutoff point. 

Q. I am reading from Cruxton & Cowden's 
Practical Business Statistics, and if P is greater than 
5 per cent, the difference is not Significant. 

A. Cruxton & Cowden is quite an elementary 
book. The probable value was set by the analysts, 
depending on the experiment and depending on the factors 
which are in the study. 

Q. Would you tell this Commission what level 
you feel starts to determine the significance of the 
coefficient factor: Is it above five per cent? 

A. Well, it is hard to specify a particular 
level. I would certainly be unhappy with anything -- 
you see, the trouble here is that you keep working with 
the five per cent; I am used to working with the 95 per 
cent. I would be very leery of anything less than 90, 
which is greater than 10, 

Q. Have you, in your post-graduate studies, 
Mr. Stenason, and in your work in this field, found that 
10 per cent has been generally accepted by statisticians’ 

A. It depends on the problem. 

Q. And if you found something with a coefficient 
that was statistically insignificant, it would point up 


that the grouping wasn't large enough? 
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was spent in connection with grain. That provided the 
Same estimate of station expenses which was provided 
by this equation. That is what 1 meant earlier when 
I said -- I don't know if I said this, but I will say 
it now-- that you can't approach regression analyses 
blindly, and your hypotheses have to be framed in terms 
of specifics and also in terms of careful analysis of the 
category expense under consideration, 

Q. You would accept, though, a regression 
or coefficient that resulted in a lower variation than 
the 10 per cent? If you were able to reduce that and 
make it at the 5 per cent level, would you accept that 
fT value? 

AQ At less than that? 

Q. Yes, 

A. Well, I would think it would require very 
special circumstances to go below 10 per cent. 

Q. This really means, when you chose ten 
per cent as being a significant level, in your judgment, 


it was significant in this particular case? 


(Page 11755 follows) 
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A, Well, just to get this in perspective, 
I find an reviewing these T tests that they are all 
99, which is one per cent, with the exception of this 
particular station coefficient which is at 91, and one 
other which is at about 93. 

Q. By the use of your equation you have 
added to the cost of grain the sum of $1,037, 7642 

A. Yes -- this is on station expenses? 

Q. Yes. 


py There are three accounts there -- 372/3 


Q. If youuturn tocpage! 2513)<-- 

MR. SINCLAIR: Do I take it the witness'answe 
was "Yes" or "No", or whether the question was unanswered? 
You asked him, did his regression equation result in 
Station expenses being charged to grain at a certain 
figure, and I didn't hear his answer, 

MR. MAURO: Q. I only used the accounts in 
the exhibit. This method you utilized resulted in the 
cost we see in the cost study? 

A. For the three acounts -- despatching and 
station en 

Q. Page 2513 of the transcript: 

"Q. How was the unit variable cost developed? | 

A. The operating expenses of Canadian railways 
are accounted for under the Uniform Classificatio 
of Accounts prescribed by the Board of Transport 
Commissioners. Each account may represent the 
expense of a number of different: servites: Aji 


expenses incurred in the operation of stations, 
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"for example, are accounted for in accounts 373 and 
376, Station Employees and Expenses; such expenses 
are incurred in the handling of less than 
carload, and carload freight traffic as well as 
passenger traffic." 

Then, if you turn to page 2531, you are 
discussing the regression analysis, and half way down 
that paragraph: 

"Whether simple or }multipie regression is used 
depends on the content of the expense item as 

well as the statistical relationship appertaining. 
For example, simple regression analysis was used 
for yard expense bécause the quantitative factor 
influencing variable yard expense is yard engine 
miles. On the other hand, three different 
transportation services, passenger, less than 
carload freight and carload freight are the factoris 
influencing variable station expenses," 

I wondered if you could tell me why freight 
car miles are included in your Study in reference to 
this item of expense? 

A. Freight car miles? 

Q. Yes, I understand that would form part of 


it. 
A. Not on 372/3 and 6. 
Q. Are not freight car loadings --- 
A. Oh, yes; these are not freight car 
miles. 


Q. How did you arrive at the car loadings? 


From the basic records, 
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Q. You contend that the station expenses are 
variable with car loadings? 

A. Yes, . 

Q. Is this the position taken nytPna 
Canadian National Railways? You have seen their study? 

Ay That station expenses ---~? 

Q. Were variable? 

A, Yes, I believe they did. 

MR. SINCLAIR: Mr. Bandeen is checking it. 
Mr. Stenason is, of course, responsible for the Canadian 
Pacific study, and Mr. Bandeen for the Canadian National. 

MR. STENASON: The answer is "yes". 

MR. MAURO: Q. And was there a similar 
equation -- a similar coefficient applied? 

A, I believe it was a similar equation, 

I don't have it before me. 

MR. BANDEEN: They were treated Slightly 
different, Mr. Mauro, and we didn't inelude despatching 
with station employees and expenses, So, we only 
treated the two accounts, 373 and 6, and we treated 372 
separately in another grouping of accounts. So, our 
equations were not exactly the same as the Cc P oan 

MR. MAURO: Q. How does this compare with 
your work in the United States in the use of multiple 
re gression there on the aeronautical research study? 

A. Do you have Ene study before you? 

Q. No, I have the book, I don't have the 


actual study. At page 324 there is the statement, 
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“in preliminary testing, tons of WEG 
freight originated proved to have 
greater significance than gross ton 
miles, freight; this reflects the 
greater use made of such facilities 


for LCL freight." 


I think it is on page 4 of the actual study. 

A, I have it. 

Q. I wondered if your work on the Canadian 
Pacific grain cost Study reflected the same factors that 


the rail variability of station expenses is for 


Pi.e.l. and passenger services and not for carload traffic? 


A. You are reading from Maintenance of 
Station and Office Buildings, not station expenses, in 
this book, Are you on page 324? 

Q. Yes. 

A, That is quite a different account. 

MR. SINCLAIR: The book is "The Economics 
of Competition in Transportation Industries" by 
Myer, Peck, Stenason, and Zwick. 

MR. MAURO: Q. I will get the exact quotation]. 
My question remains, did you find that carload freight 


Was an important determinant of. station expenses in this 


grain study? 
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Q. And that the station expenses varied 
directly with the amount of carload freight oe throug 
the station? 

A, Tees 

Q. I was noticing that in applications for 
removal of the station agent --- and I have here copies 
of applications by the Canadian Pacific, one here dated 
March 16: 

"I hereby apply to the Board on behalf of Canadian 

| Pacific for an order authorizing the removal of 
the agent at Caradoc. The revenue of the earning 
for other than carload traffic at this point make 
it uneconomic to keep it in operation." 

MR.SINCLAIR: This signed by a lawyer? 

MR. MAURO: A fairly good one -- K. D. M. Sperice. 

MR. SINCLAIR: A very good one. 

THE CHAIRMAN: Well known, 

MR. SINCLAIR: Well and favourably known, 

MR. MAURO: Q. From my exaimination of a 
number of these applications, it appears that when the 
Corr. Ry applies to abandon or to have a station agent 
removed, they do not put in any credit for carload 
traffic, and I assume many of these matters come before 
you, and I wondered whether this does not support the 
fact that in the view of the Canadian Pacific Railway 
Station expenses are not determined by carload traffic? 

MR. SINCLAIR: I presume my friend knows, 
Mr. Chairman -- I don't know if he does or not-- that 


the Board has delineated what they require, and only 
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what they require, in meeting these applications, and 
they have indicated to the law departments of the variou 
railways what information they want put in the applicatian. 

THE CHAIRMAN: Well, that is your explanation 

MR. MAURO: I would say, and I may as well 

put in on the record that, according to circular No. 28 
regarding applications made by railway companies for 
permission to remove station agents, caretaker-agents 
or caretakers, it says, 
"The application to be submitted in duplicate and 
Supported by a statement Showing partimlars of 
the earnings by months for two complete years 
immediately prior to the application. These 
earnings to be segregated as follows: 

2. Freight revenue: Statement shall show 
the number of l.c.l. consignments received and 
forwarded in addition to the revenue in each case; 
carload shipments to be tabulated in the same 
manner." 
| So that the Commission requires»it, »-but~ the 


Canadian Pacific Railway, in setting up their accounts 


THE CHAIRMAN: What you have read from is a 

directive of the Board? 
| MR. MAURO: yes. 

MR. STENASON: I found the proper reference 
in this book now, and we did use carloads of earload 
traffic originated. The title of the book is "The 
Economics of Competition in Transportation Industries", 


and it is at page 339. This is in terms of tons of 
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carload freight originated, 


MR. MAURO: Q. In your Study for the C. P, Ry 
which did you find the most important factor in station 
expenses? 

A. The most important factor in station 
expenses? | 

Q. Yes. 

A. The biggest factor in station expenses 
Sete. ls This is because of shed work -- | 

Q. What about passenger services? 

A. Well, I don't have the amount worked out 
here that is applicable to passenger freight and l.c.l. 
Separately. I can do that if you want it. 

Q. In your United States Study, passenger 


was, I take it, one of the largest and most important 


factors? 
A. In station expenses? 
Q. Yes. 
A, It was an important factor, but I do not 


have here the total amount of station expense money which 
was allocated in the United States study to carload, 
1.c.1. and passenger. We have to have the mean value 

of the output units to do that. 

Q. But it is still your position that 
carload freight traffic is still a variable of station 
expenses? 

A. Yes, 

Q. And even though in your applications for 
removal of station agents, you do not eredit the station 


with any revenue from carload traffic? 
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A. I don't intend to Speak to the applica- 
tions because it would appear they follow a eertain 
prescribed form, | 

MR.SINCLAIR: We will answer whatever the 
Board wants us to answer on that, We will take the 


responsibility for letters we send out. 


-~-A short recess, 


(Page 11765 follows) 
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(Mauro) 
THE CHAIRMAN: Order, please, 
MR. MAURO: Q.- Mr. Stenagon, Just to 
Complete that matter of constant expenses, I ee 
stand that the T value that you obtained were MU aflaich 
car miles 1.63 -- : 

A, Just a minute, mr. Mauro -- yes, 

Q. And L.C.L, '31979 | 

Ay Yes, | 

Q. And carloads 1.539 

A. Yes, 

Q. What made you choose 1.53 as opposed to 
either 1.63 or 3.97? 

By webtnavnede ay all introduced into the 
equation, they are still in the equation, We got 
three separate estimates, this was not a case of 
accepting one and rejecting another, 

Q. And there is no preponderance of either 
of those three in your equation? 

A. No, in a regression equation the basic 
input data goes in and the cost goes out, Now, I 
can work up and indicate to you how much of the total 
money is total expenses ag distributed between passenger 
L.C.L. and carload but it was not a case of accepting 
one co-efficient and rejecting another; all three 
were accepted, 

Q Can you tell me whether statistical 
Significance increases with an increase in the T value? 
A. Yes, it does. 


Q@. Well, is not the statistical Significance 
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of the L.C.L. traffic of 3.97 more Significant than the 
carload traffic of 1.539? 

A. No, you really cannot argue that from 
aT test. You can say the T value is higher, the 
Statistical significance igs greater bub -- 

Q. You do not say that? 

A. I say the statistical Significance igs 
greater but you cannot Say that percentage is more 
important. 

Q. Page 2444, Volume 17 starting at the 
bottom of page 2443; 

"Q. Now, has Canadian Pacific had experience 

in costing railway operations? 

Re. Yer., Costing is not new to Canadian 

Pacific. For many years Canadian Pacific 

has used cost analysis as part of business 

management. Many of these analyses have 
been used as an aid in the making of just 
and reasonable rates by traffic etticers .* 
Have you made previous estimates 
or has the C.P.R. on grain variable and overhead costs? 

A. I have not made previous estimates -- 
you mean of grain variable cost? 

Q. The cost of moving grain at statutory 
rates? 

A. I have not made previous estimates. 

Q. Has the cost and research department of 


Canadian Pacific? 


A. There was one made in 1949, as you know, 
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which was published, 

MR, SINCLAIR: Which was objected to and 
not allowed to be filed or sed in view of certain 
counsel taking strenuous apjection to 1+ being intro- 
duced. 

THE CHAIRMAN: That is a matter of record, 

MR, MAURO: Q. Is that the only one? 

Is that the only other one? 

A. Other studies could have been done, 

Q. You are not familiar with them if there 
are any others? 

A. Well, other studies have been done, 

Q@. Have you looked at those other Studies? 

A. Not carefully. | 

@.- Do you know whether those other studies 
used solely related concepts? 

A. Well, the study done in 1949 was on 
a -- it was a different treatment of cost, it was 
not really a variable cost Study as such and it is 
hard to compare one with the other because the con- 
cepts were different, 

Qe So that the 1949 study since it did 
not use the variable cost approach would not have 
included this solely related branch line concept? 

A. It would have included them overat® 


in the constant. : 


Q.- It would have included them? 


woe W 


A. Yes, in the-constant. 
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Q. In the constant? 

A. Well, in the total figure, one figure 
was arrived at, 

Q. At page 2445; 

"Q. Would you go on? Had the extent of 

Canadian Pacific operations any effect in 

the work you were doing? 

i. Yes, The fact that Canadian Pacific 

is a railway which operates across Canada 

in widely different seographical areas with 

different operating and investment character- 
istics makes it possible to obtain a crogss- 
section of railway costs under uniform 
maintenance practices without the difficulties 
which result when analyses are made in- 
volving a number of different railways." 

My question, Mr. Stenason, do your 
regressions reflect the cost of output and size 
variables of cost or simply the influence of geography 
and cost? 

A. Cost of size and output and cost, 

Q. Page 2558? 

A. Perhaps I should just go on and explain 
what was meant here, This was the third statistical 
cost study that I haw®&done, the previous two were in 
the United States and had to do with crogs sections 
of the pee States Pal lwaye and here you could have 
railways with a similar characteristic included in a 


regression equation and you will find one railway with 
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a very relatively high level of maintenance and another 
with a rather low level of maintenance and that ig 
removed through working with the Single railway. 
Q- At 2558 discussing this matter of the 
branch line, the Solely related branch lines, page 
2559 of Volume 18 Mr. Sinclair says: 
"MR, SINCLAIR: Q. Deal with the first one. 
A. Three tests were applied to each branch 
line. The first was an economic test. 
The non-grain revenues in total were com- 
pared with the incremental cost of the non- 
grain traffic on both the branch lines in 
question and the main line as well as with 
branch line maintenance expenses associated 
with size of plant. The branch line 
expenses associated with size where the 
miles of track co-efficient which were 
developed in a regression analysis and are 
set forth in Statement 404," 
I wonder if the Canadian Pacific 
Railways estimated if your reduceable minimum portion of 
road maintenance per mile of track is reduced below 
this, would not a number of these branch lines become 
economically feasible to operate without grain and be 
removed from the 332 miles of solely related track? 
A. As expense here the solely related 
lines were tested on three bases and that is a very 
difficult question to answer, The first was an 


economic test, second was an operating test and the 
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third was a proportion of the grain traffic to the 
total traffic on the line. 

Q. Now, the point is that you have set 
up -- what was the status of the economic test as 
opposed to these other tests? 

| A. The three worked in conjunction, 

Q. All right, what final touchstone did 
you use, the economic test finding out whether the 
branch line was economically sound? 

A. No, that was not the test. The 
economic test was where the non-grain traffic on the 
branch line, the non-grain net revenue arising from 
non-grain traffic on the branch line was sufficient to 
cover the size related costs of the branch line, 

That says nothing whatsoever about the branch line 
being economic or non-economic. 

Q. If the non-grain traffic came up to 
what you term to be the proper proportion of revenue 
as compared with the size related cost of that branch 
line it would not be a solely related branch Pitiker} 
is that correct? 

A. That would have to be looked at in 
conjunction with the other tests. 

Q Assuming you had a branch line where 
the non-grain traffic did make its revenue contribution 
that was up to the proper level of the size related 
cost of this traffic on the branch line, would that 


be classified as a solely related branch line? 
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| 
A. Again the three tests have to be taken 


together. It certainly is an important factor in 


@- Would you have included as a solely 
related branch line a line where the non-grain traffic 
did meet its proper share of cost? 

A, There are no such branch lines in- 
eluded. 

Q@.- The really important test was in fact, 
the economic test? 

A. “I would notesay’ that: An equally 
important test was the percentage of grain to total 
trarLies 

Q. But if grain made its proper costs you 
would not have been concerned with it, if it haa paid 
its total cost according to its size the related cost 
to the branch line -- 

wn A. What was that? 

Q- If the grain itself was making the 
ling economic by returning a net revenue contribution 
sufficient to meet the size related cost of the branch 
line, there would be no problem? 

A. Oh, there certainly would. As I 
have said repeatedly, this is not based on grain traffic 
it is based on non-grain traffic. 

Q@. And if the non-grain revenue does not 
come up to this level of meeting its proportion of 
the size related cost in that branch line it falls 


into the solely related category? 
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AS Yes; that lig correct. 

Q. So this test essentially compared net non 
S&ain revenue with size related cost an each Separate 
branch line? 

re Yes ; 

Q. And where the former, the non-grain 

weet revenue exceeded the Size related cost line was 
excluded? 

A 1egs 

@. And where the former was less than the 
latter, in other words, where the non-grain net revenue 
was less than size related cost a line would be 

. designated as Eolely related? 

A. Not Heedasarsis! A great many of 
these lines were elimininated because of operating 
considerations. 

Q. And on these lines so designated 100 
per cent of the cost would become the variable cost? 

A. No, the size related cost less con- 
tribution of the net revenue traffic. 

Q@. The net revenue contribution of the 
traffic? 

A 6Yyes* 

@. Would be deducted? 

iy a 

Q. And if the net revenue from the non-grain 
traffic, if you were carrying non-grain traffic at 
an amount below the full distributed cost of that 


traffic you would be further penalizirg the grain 
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traffic if you were carrying a commodity over the 
branch line at a rate that wag less than the sole 
eost of carrying that commodity you add up the total 
cost of that operation of that branch line, deduct 
the net revenues from non-grain traffic and add all 
the additionai costs on to the grain traffic; is that 
correct? 


A. Well, the more likely would be or-the 


better point to make would be this --- 


MR. SINCLAIR: Do not help him. 

A. That the expense to which the revenues 
on the non-grain traffic were well in excess of the 
variable cost of that non-grain traffic that ane POE 
a tendancy of reducing the deficit or the amount 
charged against grain. 

MR, MAURO: Q. If revenues received from 
the non-grain traffic were more than variable cost 


of providing that traffic? 


Q. And treated the non-grain traffic as 


incremental traffic? 


Q. So they would not return a full. dis- 
tributed cost, you were getting the fully distributed 
cost on the non-grain, you were estimating those 


values? 


A. It is based on variable costs. 
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Q. So to the extent that the non-grain 
revenue do or do not meet the total cost attributable 
to non-grain revenues -- to non-grain traffic, grain 
is assessed those costs? 

A. Well, the point here igs that the non- 
grain traffic is the incremental traffic on these 
lines, 

») Q. That was a decision, that is - arbitrary 
decision? 
| A. Wot at all. You will remember the 
ratios we have Showing the volume of grain to total 
Creziie, 

Q. So after you made this deduction to 
credit grain traffic by deducting from total expenses 
the revenues, the net revenues from non-grain traffic, 
the balance was 100 per cent assignable to grain? 

A. The size related cost. | 

Q@. The total cost of that branch line 
operation less the revenue from non-grain traffic was 
allocated to grain? 

A. No, what was allocated to grain on 
branch line operations was, first of all, variable 
cost of grain, fuel and crew wages developed, as we 
réevbewed a little earlier, I believe, plus size 
related cost. Those are the direct costs for 
maintenance and investment. 

Q. And alJthose costs, Mr. Stenason, 
after crediting the line with the revenues from non- 


grain traffic to balance was charged against grain? 
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A. The balance of the solely related -- 


of the size cost, yes. 
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Q. And if the line was not solely related, 


I understand that only 15 per cent of the cost was' borne 
by grain as grain share of the cost? 

A. If the line is solely related the costs 
chargeable to grain are the variable cost over the 
line plus a share of the constant. 

Q. So the difference is between the size 
related costs less a contribution of the grain plus 
- approximately 15 per cent and years, approximately. 

A, Yes, approximately. 

Q. Page 2579, half way down the page, a ques-. 
tion by Mr. Sinclair: 

"Did you charge a portion of the passenger train 
deficit to grain, Mr. Stenason? | 

"A, No, the railway's position is that the 
problem of matching revenue with the variable expense 
of operating passenger trains is a managerial one. 
Passenger traffic is incremental traffic. Therefore 
the passenger deficit has never been taken into account 
in considering the total cost of moving the study 
traffic." 

Why was none of the constant costs charged 
to passenger services, constant costs of the C. P. R. 

A. Well, constant costs, by their definition, 
cannot be charged or traced to a particular service. 

Q. How mach did you charge to grain of 
your constants? 


A.<:. 15 per cent. 
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Q. Why don't you charge passenger 15 per 
cent? 

A, Passenger is incremental traffic. 

Q. It is really the concept involved and 
not the traeeable one? 

A. Both coneépts. . 

Q. Since you have already been able to 
attach a constant factor to the grain traffic, is the 
fact that the C.P.R. considers passenger service to be 
incremental? 

A. That is one of two considerations. 

Q. You say you couldn't assign constant 
costs to passenger service? 


A, No, I didn't say that. I said they 


could not be traced directly to passenger service. 

Q. But you could do that? 

A. Oh, you can do anything with figures. 

Q. You say that passenger services are 
incremental. What about grain services? Why did you 
charge grain services with a constant factor? 

A, Grain is a commodity which is basic 
to the plant. 

Q. Would you define "basie to the plant"? 

A. A category of traffic which makes a 
very large Sale demand upon track facilities and the 


plant of the railway which amounts to a significant 


proportion of the total traffic volume. 


Q. Would you also now define "solely related"? 
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A. Solely related costs are the costs of 
facilities which can be directly traced to the traffic 
involved. 

Q, Is there any point to distinguish be- 
tween basic to the plant and solely related? 

AY, Yes, I believe there is, Mr. Mauro. 

Q. How would you describe the concept 
of basic to the plant and solely related? 

A, Well, I have just explained solely 
related. In so far as basic to the plant is concerned, 
it is a matter of the volume of traffic under consider- 
ation in relation to the total volume moving over the 
line of the railway. 

Q. This would be -- 

A, We are not tracing anything directly. 

I said it was a facility which could be directly 
traced. 

Q. That is basic to the plant? 

a No, that is solely related. 

Q. You told me that under basic to the 
plant it was a category of traffic that was of significande 
to the total volume being handled by the plant. Is 
this not an essential ingredient in your solely related 
content? 

A. Yes, it is. But let's say it is a 
necessary but not sufficient condition for solely 


related. 


Q. The ingredients of basic to the plant 
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are not sufficient -- 


A. Are necessary but not sere iene 

Q. If both grain and passenger traffic 
are burdens on the railway, how can they be compared 
unless both or neither are charged with constant costs? 

A, Will you repeat your question? 

Q. Assuming that passenger services are 
a burden as representing deficit traffic, and assuming 
that grain is a burden as returning less than its variable 
costs, how can you compare the degree of burden unless 
either of them or neither of them are charged with the 
constant proportion of constant costs? 


A, Well, passenger and grain are quite 


different. Passenger service is an area over which 
railway management can do something; grain is not. 
The characteristics of the two sets of markets are 
quite different. What was the type of question that 
you had in mind? 

Q. It seems to me that you have nailed or 
affixed it to grain under your solely related phase the 
basic to the plant concept, because, as you told me a 
few moments ago, under the solely related concept you 
include as a necessary item the basic to the plant, 
but you go a little further and say in your cost study 
of the variable costs of grain you have paured into 
the grain bucket everything including the solely related 
branch lines, and then as a topping to it you say you 


are going to put a constant cost on grain but not on 
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passenger? 

A, You see, we have excluded the passenger 
deficit from the constant, and we have said that the 
constant expenses must be born by the grain traffic, 
and rates that would return less than the full cost 
of grain Could not be compensatory. 

Q. I understand that there are three general 
categories of course: firstly, passenger variable 
cost; secondly, freight and variable costs, and thirdly, 
system constant costs? 

A. Yes, 

Q. You have divided the grain portion of 
the system constant cost in relation to the total 
of grain variable costs? 

A. 228. 

Q. Why not add a fourth category, namely, 
a passenger constant cost and divide the system 
constant cost between passenger and freight in the 
ratio that passenger variable cost is to freight 
variable cost? 

A. I think it would be very unrealistic. 

Go. When you are dealing with two burdens? 

A. I think it would be unrealistic. 

Q. I have been surrounded by questions as 
to why it is unrealistic. 

MR. SINCLAIR: Because the witness gave 
the answers he put before the question was put. 

MR, MAURO: Perhaps Mr. Sinclair would be 


kind enough to bear with us and we will try to work 
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our way through it, 

THE CHAIRMAN: Your Simple question is what? 

MR. MAURO: Q. Why is it unrealistic 
to divide the constant between freight and passenger 
in the ratio that passenger variable cost is to freight 
variable cost? 

A, Because passenger is incremental to 
the operation as a whole. It is a deficit area at 
a variable cost level; the constant expenses of 
the operation could only be born by freight traffic, 
The nature of constant eee is such that it can't 
be directly traced to passenger service, 

Q. It cannot be directly traced to rEeeignc 
service either; that is the reason it ig constant 
instead of variable? 

A. Well, it can be traced in this way, that 
if there was no freight service there weuld be no 
constant cost and there would be no revenues or 
expenses, 

Q. If there were just passenger services, 
the passenger would have to pay both variable and 
constant? 

A, If passenger was a economic service 
and freight was a non-economic service, then the 
passenger would bear the cost. 


Q. When you are dealing with two uneconomic, 


two allegedly uneconomic portions of rail service, 


how can you compare them unless you are going to either 


| *stedw sk sottesup slgmie wet +WAMPAHO SBF 
wil .@ + ORUAM , fT 


~~ 
tame | 
w 
+ 
4 
“ 
<q, 
hes 
| td 


t¢, 2: ¢Seee 
i9nfi9ecaq bre tdatesl] seewied gassenos eng ebivib od 7 
e 


aa Lor’ 
ddgtet? of at saco sidetuey wsaqtemeaq Jaay offen edd al) | 
> To : 
Sinn 


SJseo efdsiisy — 
en 
Te 


: ; 
of fadrome'ront at tsanekeseq Seatiaoed A 
} ; “e. oy 
- ‘s Gan | 
; eotée tlol ab ait 21 .alorw ses as nolisreqo siz ~ - 
, Bs 


a 


. a 
to apensaxe soesenoo silt ;fevel tees, sidsivay « - 


tert gduter? y sod sad yfoc Sloeo molteteqo saz 


= 


Ct 
i 
L 
, 
L 


néo tI tent dove of sensqks fHetanes Toe siscven ‘eat 
ooivrse wanigeaaq of beosad plioerth ed 
trigter? of besatd ylveenth ed dommes $I 6 


test aene tt ocaesy oft gl vadd <aed?ie ssivies 


see eee 


‘eidsiiasvy to Bbesvent. 
aq? .tew it al bese xo sso 2k .ffeW > 4A orks. 
aS oivres 3tatet? om esw evedt tt 1 
. are hi ered? base Jaoo inadunoe t 
) ‘cukinahe t 
: 


) Lesoltyise z9nIee: aut, sxsw sve? eo - | Ff 

) bee vidsitay diod yeq of ove Sluow Tegnonseq, edt . F 
Stostsnoo 

Soivasa olmerovs & atw Tegnsareq TI A 

aij cst ,sotvues ofmonocos-non 8 Baw tdgtet? bas 


a6 


tao. off tsed Siuow tegnecesq — 

\2imonocens ows itiw gnilseb sts voy ned 2 
sso0fvtes Its: to enolorvog simoncoenn yibegelis 
“sedsis oF gniog ors voy eceslow mend Sstsqmoo voy 80 word 


ee 
yo © ree 


ANGUS, STONEHOUSE & Co. LTD. Stena Son, cr-ex, 11782 
TORONTO, ONTARIO (Mauro ) 


charge both of them with a portion of the constant 
or not charge either of them? 

MR. SINCLAIR: Is that a question? 

MR, MAURO: It certainly is a question. 


He has said it is uneconomic to charge passenger 


services. 

MR. SINCLAIR: Unrealistic, he said. 

MR. MAURO: Q. You said you cannot charge 
an uneconomic service with constant, and the reason 
is very clear, that you would be out of business. If 
there was only passenger service and it was operated 
at a deficit, you couldn't get your dividends because 
the service is operating at out-of-pocket costs? 

A. Les. 

Q. And I say that this whole cost study 
is on grain traffic which the railways say is uneconomic 
and how can you charge -- 

A. Because grain is non-economic, being 
regulatory.or statutory other than for economic reasons, 

Q. And the other is a result of management's 
decision? | 

A. It is a result of change in economic 
decisions which management is adapting to. It. is 
adapting to the economic conditions. 

ae Page 2462, volume 18, at the bottom of 
the page: 

"In the case of revenues for grain and grain 


products being moved under the stop-off privileage, 
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two separate waybills are prepared - one for grain 
moving into a mill and the other for grain products 
moving out of a mill". 

Why has switching time chargeable to milling in 
transit been included in the grain cost study when 
the stop-off privileges are not in the statute? 

A. Because milling in transit is part of 
the over all movement. 

Q. It has nothing to do with the statutory 
rates? 

A, The total movement of grain? 

Q. No, the milling in transit privileges, 
the stop-off privileges. It has nothing to do with 
the carriage of grain to export; the stop-off rights 
are not prescribed by statute. 

an The milling ir transit charge is not 
part of the statutory rate, that is correct. 

Q. What is the charge of milling in transit 
supposed to cover? Isn't it suppose to cover the 
cost of that operation? 

A. The tariff is rather unclear about this. 
So far as we have been able to determine, it is designed 
to cover extra-terminal services, which would be the 
additional classification time arriving from 
the mill and the movement of the car into the mill 
and out of the mill. 


Q. And is it a compensatory rate in the 


tariff? 


A. No, it is not, not according to calculations. 


a feoo ntexg eeld at over ae 
a ae 

Sodusete $e alt ton ete eexeliviag 2% oie '€ 

= r : 

ho dxeq et itenwst at git ke ecveosd fA 


-toemevom fie, ove ac 
rere Pers Gtiv ob oF newtdton esd 3ST’ felis 


tntaty to tnemevem Latod sat “AP 


dtiw ob: ot gatiiven ged 3 er 1iecaea" one | 
sidgiy Vto-~gose eit ;iapgxs oF atety 10 egsirvrss sat 


.eoneliving tlareys yh gnittti edd om 2 
stniece yd Sedivoseq tom sae 


' Fon et eprade Jlonvert 3f sntiite ett! Mk =a x 
faseresa ef dard rT Ywsvtete edz re | 
diedert: ot wALLL im To wahatts ort af daaw ‘o os 
oft asvon OF suoqaua St a'nel Saeyos od beadqaue | 


me 


| 
| 


Tneltsrego ted¢ to Jeos 

setctt 2vode reefiany vedtet et T2inet of? A 
bengtasd ei 71 .oftmietsh of elde Aesd sved oW us Tet Of ; 
ai ad bluow dotdw ,aedsivese Leaietot-aixe Yeves ov | 
orl yukviers samt? wotvsottteau£e fenetsiibe 
bid S27) aris avni Teo si? ‘lo ¢eemsvonm sad bas te ont q 
| .Litn ett? 6° dt0 Bap | 


eng Ht stev (ievceneqmos 6 Si ef bah .9 


AAoMaluelcs ot gntsroose ton .ton at 32 .ou A 


ANGUS, STONEHOUSE & Co. LTD. Stena SOn, cr-ex, 11784 
TORONTO, ONTARIO (Ma uro ) 


Q. And it is not prescribed by statute? 

A. No, 

Q. And so therefore you have charged it to 
grain? 

A, It is difficult,as I Said, to distinguish 
this particular Operation from the total movement of 
grain and grain products, 

Q. I understand the item that you have 
put in as a loss factor for milling in transit is 
half a million dollarg? 


A. Do you have the reference? 
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MR. SINCLAIR: I think we have discussed 
this in evidence in chief, if my recollection is correct 
and I am still waiting for an answer as to whether the 
Suggestion is being made that the milling in transit 
rate be increased, If it is, we would like to have 
that clear, Is that the suggestion that is being made? 
I think we discussed it once before and I was unable to 
get a clear answer, 

THE CHAIRMAN: I think it is clear no such 
request has been made. 

MR. MAURO: f am here and I do not intend 
to discuss the matter. I am here to discuss the pro- 
portion of costs allocated to statutory rates on grain, 
and I am Suggesting that is not part of the cost of 
moving grain to points of export. My learned friend 
can deal with milling in transit when and if he 
desires, or, if he would like to treat milling in transi 
as other privileges -- before the Turgeon Commission we 
discussed the stopoff privileges, and it is pretty clear 
he said, before the Turgeon Commissicn, these were 
privileges voluntarily granted by the railways, and 
they want this milling in transit so they will get the 
further movement after milling has been completed. 
There is no more reason for my friend to get up with 
his veiled threat about wanting the milling in transit 
increased. I don't want him to do anything with that 
except get it off the back of the statutory rates on 
grain. 
MR. SINCLAIR: If my friend means he wants 


the statutory rates only to apply to grain and not to 
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flour, that is the first step forward in this matter, 
and I take it it is hig position. 

THE CHAIRMAN: Weil, we will hear more of 
that in argument. 

MR. MAURO; We have heard consistently, 
Mr. Chairman, about the fact that the reason they are 
opposed to this particular problem is that they are 
imposed by statute and management cannot deal with them. 

Q. The citation, Mr. Stenason, was a letter, 
November 27, 1959, to W. B. Saunders and Mr. R. L. Banks 
your file F3-280. Request No. 3 on page 2: 

"Request No. 3: Revenues and variable costs 
contained in the results of the study for the 
milling-in-transit privilege. 

A. Revenues for the milling-in-transit privilege 

for the year 1958 restated at the level prevailing 

as at December, 1953, amounted to $456,000.00, 

Variable costs associated with this revenue amount 
to e047 ,000,00~.” 

The revenue is 456 and the costs 947: Charged to grain, 

,the deficit portion, approximately half a million 


dollars; is that correct? 
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A. Yes, based on the allocation of what is 
meant, or, at least, based on an interpretation of the 
tariff, and the tariff indicates that milling in transit 
charge is to cover extra terminal services, This is 
not a straightforward thing by any means. Account milling 
in transit in this was based on that. 

Q. Exhibit 63, 405, and perhaps you could 
have before you the Cc, N. R. exhibit, N.R.3-1 and 2 
of Exhibit 57 RR. 

MR. SINCLAIR: There is apparently a revised 
sheet gone in on that. 

MR. MAURO: Yes. 

Q. You have charged to grain, account Zeal; 
Station and Office Buildings, and I believe 266, an 
amount of $262,0003 is that correct? 

A. Yes, that is Maintenance of Station and 
Criice Buildings. 

Q. Has the C. N. R. charged any amount to 
grain as a variable cost under this item? 

A. I see they have station and office buildins 
-- no,there is no coefficient reported here against 
ecarload traffic. 

Q. I am instructed that the C. N. R. regressi 
was: Y = constant + $5.46795 times passenger car miles (i 
thousands) + 4.4406 times l.c.1. carloadings, and it ig 
stated no part of account 227 is allocated to grain. 

On the contrary, your regression work sheet shows this: 
Y = constant + %00616 times passenger car miles + 1.33237 
times carloads + 7.05150 times 1.c.1. carloads ? © 


A, ‘That. le correct. 
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Q. How do you explain the existenee of ie 
carload variable in the C. P. R. regression and not in - 
the ¢. N. R.? | 

A. The model has coefficients whi¢gh are 
statistically Significant at .99; the carload coefficien 
at’ .98. There could be a different behaviouk of 
expenses in the two railways. 

Q. Did you test the observation for western 
Canada to determine the Significance of carload variable 
in western Canada? 

A. These regression equations were run on 
te system as a whole. | 

Q. My question was, did you then test these 
regressions as variables in carload handlings in westem 
Canada? | 

A. How do you mean -- test? 

Q. Did you check them over the western region? 

A. Yes, the alternative procedure to regression 
of handling both station expenses and maineenance of 
station and office buildings is through a time proration 
technique whieh I have describ®d earlier. We did such 
study as Bebe of the grain study. Now, what was done 
there was to take the time spent by station employees 
chargeable to grain service, and, as I understand 
it under I. C. C. practice, this proportion would be 
applied to the maintenance of station and office buildings 
as well as to the station expense. Therefore, I would 
say that the model is tested on that dasis. 

Q. In the explanation af the tests that you 


have just suggested, is that the only test that you know 
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of that was performed or this expense account? 
Because I have suggested to you that there is no 
variability. 

A, Well, I have before me the printeout of 

the residuals; that is the difference between predicted 
and actual expenses -- actual expenses in the west and 
predicted expenses from the regression equation, and I 
find that the equation fits the western divisions. 
In many cases the actual expense is a little greater tha 
the predicted expense, and I would assume from that tha 
the variability would hold in the west as well as in the 
Cast. 

Q. Did you have a carload variable -- 
utilize a carload variable under this part of your study 
for the A. R. F, in the United States? The page I 
am looking at is 323. Perhaps we will just read that; 
page 323 in "The Economics of Competition in Transport- 
ation Industries" by Myer, Peck, Stenason and Zwick: 

"Maintenance of Stations and Office Buildings: 
Maintenance of stations and office buildings 
clearly will vary with investment in these facil- 
ities and with the usage to which they are sub- 
jected. Investment, in turn, will reflect the 
geographical area served and the amount of traffic 
of different types carried by the road. 

Selection of appropriate output variables 
proved difficult for this account because of the 
wide range of services provided at railroad 
"stations." Station facilities are used for the 


handling of express, mail, and other "head-enda" 
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“passenger traffic, certain types of freight, and 
passengers, No measure representing "station 
handling" of express, mail, and milk traffic was 
available; however, two closely related measures 
were tried: Car miles of mail, baggage, and 
express, and express, mail, and milk revenues, 
HONS Ofe).c. 1 freight originated and gross ton 
miles of freight traffic were introduced as 
measures of freight needs, and number of passen- 
gers and revenue passenger miles as measures of 
passenger needs, oe equation which provided the 
best explanation oY. dopey ee for maintenance of 
stations and office buildings proved to be: ---" 
and it is shown there. 

"Tn preliminary testing,tons of l.e.l. freight 

a: originated proved to have greater significance 
than gross ton miles, freight; this reflects the 
greater use made of such facilities for l.c.l. 
freight." 

A. I would like to point out that two 
analyses are not comparable. This aeronautical researc 
foundation study had in it what is described in the boo 
as pyramiding on investment against output units. The 
way in which this was done was to regress the maintenance 
expense against investment, and the investment in turn 
against certain output units. The model you have just 
referred to, we have an investment in station and office 
buildings, and I think -- I am not certain because I 
don't have the original study with me -- I think that 


investment in station and office buildings was in turn 
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related to carload as well as J.e.1, variables, and that 
is your check. 

Q. I am advised that in that original study 
of yours the most important factor you found was 
passenger revenue miles, and the next most important, 
less than earload traffic; this is on page 22 of the 
"Avoidable Costs of Passenger Train Service", a report 
prepared by the research committee of the Aeronautieal 
Research Foundation, September, 1957, at page 22 - 
"Maintenance of Way and Structures", 

A. Pardon me: The pyramiding here was done 
on the basis of the 1.c.1., passenger car mile and reven 
passenger mile variable, 

Q. There was no pyramiding on carloads? 

A. No, I wasn't certain on that. 

Q. Mr. Stenason, I would like you also to 
take a look at Canadian National exhibit 57 ZZ, sheet 


5 --- that is, NR3-9.. 


(Page 11798 follows) 
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Sheet 5 on NR 3-9, perhaps at the same 
time you could have beside you C.P.R. Exhibits 61 and 
68 which are 403 and 410. Now, mr. Stenason, sheet 5 
of 457, pensions on the Canadian National exhibit, this 
clearly sets out the method of arriving at the charge 
under this account by the Canadian National Railways, 
They have taken 6 per cen€ of the labour costs 
attributable to -- they have taken 6 per cent of 
$6,664,000 which ig $1,017,000 and made this a cost 
variable with the study traffic? 

A. Yes, 

Q. On Exhibit 61 you pointed out that 
pensions were allocated, account 457 was allocated, 
is that correct? 

A son Yea), 

Q. And then on 68 I take it that traffic 
in general including pensions, that is the item there 
12.423 per cent? 

A. Yes, 

Q. Making up $4,079,910 for the whole item? 

A. Yes. 

Q. Now, we have attempted to arrive at 
the figure you have and I was going to ask you to 
correct me and tell me the way in which Canadian 
Pacific had allocated this large amount to pensions 
against the study traffic, We have taken the total 
pensions of the C,P,R, as $20,000,000 from D,B,S.? 


A. Yes, 
Q. Over $277,000,000, the freight and 
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Operating expenses and arrived at a factor of O7 or 

7 per cent and multiplied this by the variable cost 

of the study traffic which wag $32,541,000 and we come 

up with $2.4 million dollars as chargeable to the 

study traffic for pensions? 

A. Well, I have a note from some calculation 
you made this morning with pensions when you were 
going through the ratio and general expenses that you 
hag gound,«1.9.million., 

Q. That is the reason why -- I cannot come 
up with the exact figure that is included in your break-| 
down as allocatable to pensions and since the C.N.R. 
has advised us veriee Learey, how they did it I wonder 
if you would tell us how you arrived at the amount, 
what is the amount chargeable to grain traffic for 
your pensions? 

A. Well, the pension expense was treated 
Similarly es the traffic and general expense as a whole 
and the passenger was separated. In other words, 
the balance was constant in freight and then the 
proportion that total traffic in general expense bore 
to total freight and freight variable operating 
expenses plus constant was arrived at and this was 
applied to the base figures on grain. 

Q. Why would you not have applied on the 
same basis as the C.N.R. taking the labour expenses 
that were directly chargeable to the grain traffic 
and taking a percentage of that labour expense? 


A. Well, I am not familiar with what the 
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percentage is based on, 

Qs. Well, the Canadian National is pretty 
clear, it is 6 per ditem 06? 

A. Well, there ees be differences, Is 
your question this: Do you want me to calculate the 
pension expense? 

Qe ves, I would be interested in finding 
out what is the exact amount charged to grain on the 
C.P.R, study for pensions and what it would have been 
if that utilized by the Canadian National was intro- 
duced? 

| MR, SINCLAIR: Well, the witness hag 
said he does not know what method Candian National used. 

THE CHAIRMAN: Well, I think Mr. Mauro 
told him. | | 

MR. SINCLAIR: He told him it was 6 per 
cent but of what and why? 

MR. MAURO: 6 per cent of the labour 
expense variable with the study traffic. 

MR, SINCLAIR: Of course, we have different 
pension plans. | | 

THE CHAIRMAN: Perhaps Mr. Stenason can 
see Mr. Bandeen at the break which we will have now, 

MR, SINCLAIR: We can make all wiwale of 
calculations Wiwiwe wate a different pension plan bags the 


Canadian National. I do not know if this has anything 


to do with it or not. 


--- Short recess. 
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ANGUS, STONEHOUSE & co. LTD. 
TORONTO, ONTARIO Stenason cr-ex 11801 


(Mauro) 


THE CHAIRMAN: Order, please, Mr. Mauro? 

MR, MAURO: Q. Mr. Stenason, subject 
to the way you work out your proposal and the ieeoueeets 
you may subsequently give, the fact is that the manner 
in which you treated pensions in your study results in 
a cost almost twice that of what the Canadian 
National has charged; the Canadian National is $1,017 ,00 
according to our most recent calculation and $1,979,940 
for the Canadian Pacific? 

As 18 that your final calculation? 

Q. That was the way we broke it down on 
the 11.88 per cent, \ 

A. I discussed this ratio. This arose 
from an actuarial study whihthe Canadian National have 
and this reflects the way in which the pension plan 
operates. It is on a funding basis and ours is not — 
worked that way, it is on a current expense basis and 
we have no actuarial study. The critical thing here 
is the rate go I doubt very much that I can perform th 
calculations in this manner. 

Qe AsSuming our calculations to be correct? 

A. Now, insofar as the difference is 
concerned, part of it is explained by the different 
volume because Canadian Pacific has a greater volume 
of grain and grain products than does the Canadian 
National, 

Q. Also your method of turning this 
factor in the manner which we discussed this morning, 


instead of the 6 per cent based on the cost of labour 
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ANGUS, STONEHOUSE & Co. TD. 
TORONTO, ONTARIO “ Stenason cr-ex 11602 


(Mauro ) 


results in your factor being 11.928 per cent of 
$16,700,000 as opposed to 6 per cent or 7 per cent, 
a smaller factor as utilized by the Canadian National 
Railways. If you turn to Exhibit 66. 

THE CHAIRMAN: Do you want to comment 
on that, Mr. Stenason? 

A. Well, I want to go a little more into 
this factor, sir, before I do. 


THE CHAIRMAN: You will, just for the 


record? 

A. YeSeoliwilis 

MR, SINCLAIR: I will ask him questions 
on that. 

THE CHAIRMAN: Very well. 

MR. MAURO: Qe Exhibit 60, statement 408, 
Now, under "switching miles", Mr. Stenason, there ® 


appears a variable of .64033 and this I understand, 
was arrived at by determining by regression, a variable ' 
investment charged on 92,6634? 

A. That was the first step. 

Q. Then you deducted 36.07 per cent as 
accrued depreciation and the remainder was multiplied 
by 10.38 per cent being your assumed cost of money? 

A. Being the cost of money as developed. 


Q. This results in a figure of .84033? 


Q. And a total charge of $914,738 against 


grain? 
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ANGUS, STONEHOUSE & co. LTD. 
Mute Sa Stenason cr-ex 11803 


(Mauro ) 


Q.- Was the variable of 12.66 in your 
opinion, Statistically Significant at the 5 per cent 
level? I understand you had a T value of 1.872 

A. Yes, that is right, 

Q. Do you feel that ig Statistically 
Significant at the 5 per cent level? 

A. Just a minute, I will have to get a 
table, This is statistically Significant at 
approximately 7 per cent, between 6 per cent and fe 
per cent as I recall or 93 per cent. 

Q. It would not be significant at the 5 
per cent, woult it? 

A. That would mean a level of statistical 
Significance less than 95 and more than Sis 

Have you worked out what the statistical 
level was? 

A. No, I have not. 

Q. It is above 5, you are satisfied it 
was above 5? 

A. Yes. 

Q. Now, you have mentioned, Mr. Stenagon, 
that in operating a railway such as the Canadian 
National one has to consider a geographic consideration 
and operating conditions and you as a costing expert 
would also have to consider traffic composition, 
passenger service, length of run, terrain, terminal 
facilities, to a degree of organization among other 
things. You as a statistician deal with those 


operations in arriving at an overall cost picture? 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Stenagon cr-e@X 11804 


(Mauro) 


A. Well, it depends upon the method that 
you use, insofar as fuel and crew wages are concerned 
we have actual fuel and car wages which reflect the 
work which was performed and the conditions under which 


was performed, Now, this applies to all the traffic 


expenses, On the regression equation, then, we have 
two -- pardon me, there are several alternatives here 
and a number of tests. AS you are aware the 


regression equations were fitted to all divisions 

of Canadian Pacific excluding Canadian Pacific Electric 
Lines which has a different technology, including or 
excluding terminal divisions depending on whether an 
analysis of scatter diagrams indicated that the 
observation in terminal divisions were in ioe with 
ee the line haul divisions. The regression 
equation is fitted and the returns, this is an im- 
portant test, the returns or the difference between 
the projected and the actual value of that regression 
equation by division were carefully analysed to 
disband any factor which might reflect geographical 
considerations, east versus west, or particular types 


of operating resume'. 


Page 11809 follows. 
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ANGUS, STONEHOUSE & CO. LTD. = 
TORONTO, ONTARIO ee ree se ~* i: Se 11809 
1auro 


Q. Could you advise us of what test the 
C.P.R. has run on its regression equation and cross- 
section data to determine whether unit co-efficients 
existed between the east and west coasts of the 
railway, and whattests did you run to explain cost 
variability within each region taken separately? 

A. The first test was an analysis of the 
residuals, and the purpose of this test was to see 
whether the equation fitted east and west equally well. 
The second test was a rather complicated statistical 


test which is used to determine the co-variance analysis. 


Now, this is the fitting of the separate regression bth 


equations in the west with the separate regression 
equations in the east. This is quite a complicated 
test. It was applied to the important cost models, 
that is the track maintenance and she road property 
investment, and one of the overhead accounts. I can 
go into this in detail. The nature of the test is 
to run the regressions separately in the east and in the 
west and then compare the summatJZon of the residual 
squared in the east plus the residual squared in the 
west in relation to the residual square which arose 
from the single regression equation and then test 
whether the ratio of these two quantities is insignifi- 
cant or significant, using a standard F test, 

Q. Is your conclusion that the co-variance 
analysis did not produce significant results? 


fis That is correct, in the accounts it 


was tested against. 
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ANGUS, STONEHOUSE & CO. LTD. Stena son, cr=-@x, 11810 
TORONTO, ONTARIO (Mauro) 


Q. Now, in the costing of grain have you 
made any allowance for the economics of handling 
grain as a heavy loading commodity? 

A, Yes, we have reflected the cost of 
the operation, and we have therefore taken into aecount 
the economics. that may exist. 

Q. You would agree that the average load 
of a car of grain is approximately 35 tons? 

A, Yes, and that is contained in the basic 
output units. 

Q. And I assume it would be cheaper in the 
long run to haul a car, a heavy-load commodity than 
an average load of, say, 40 tons? 

A, Yes. It means that for a ee number 
of revenue ton miles you have fewer gross ton miles ‘ 
because you have fewer cars, | : 

Q. If you had used car miles ifstead of 
gross ton miles, would these fone charactistics 
of grain have been more clearly reflected? 

A. I would not have agreed with the use 
ofrcar wires as a factor in costing because it does 
not weight-out as well the charactisties or the factors 
which give rise to such things as track and road maine 
tenance. Gross ton miles is a much better unit than 
car miles. 

Q. Would the use of car miles instead of 
gross ton miles have resulted in a lower cost per 
unit, if you had used car miles? 


e 


A, I don't know how this question is coming. 


- grittone! 20 


ogtLbommos olltuictl a 
to teoo sit cessor ora a eer ooh 
‘dnuesss oft aedat ovcteved? eved ew fre cotter 
Jetxe yam dedd cmeee a 

ag 
Senos ag yistemtxerqgs ef mie to 1a0 8 To" 


bawl oysieve edt tate covas Diwew pox 


r a ro 
Stead edt at benietneo at vent bas yeast) ~.A 7 98 ee ieee 


ert nt seqasdo ef Sivow Jt emvees I bal ©. 97) (eer 


ned? ytibenmoo Deol-yveed 8 ,t80 | Ived ot awT got 
fanot O8 yysa vite sederiegusinienin | 
* . a ‘ 
wsdmon nevig s ro? Jet ansem JI “lee¥ cA © ss mie 
| “ 


aeliim soz s80%% 16W9% oni intte aolim nod sunevet to: 7® 

. re .c189 T9Wwel saved voy esusoed 
10 Hbestant celta seo been bed poy ltl 19 worgil 
sottetionrerio ambhbtofl sends biuow eettm sei ana ie 
‘botoolies ylasele eucm mead ovat alsxg to” } 


een ait detw beeyne evas jon biwow I éA cs 4 


eeob tf sausced gatdeoo oft set¢es? Bs es eoltm ts0 Ro 


erotost edt 10 solveltosiads eft {few e6 Jvo-sristew son 


-alem beet bas joetd- co euatdd dowe ot eats avin fotee® 
asdt ttav sstied doom @ et eetia not asoxD .eonensd 
| | -eoitm aso 
to bessant velim 180. to sav edt bingo” 2 
79q 605 towol s nt betluser eved eee ee 
feeltm tee beat bar voy It tte 

-gntmco el aotizeup eldd wor wor t'nob I oe 


i) Vi 


7 a) @ a 


29 


30 


ANGUS, STONEHOUSE & co. LTD. = 
Maine etnias Bite i er-ex, 11814 
auro 


Do you mean this, that had we used car miles in 
developing the basic unit Be: and then applied that 
to grain? 

Q. Yes. 

A, I would think that that would result 
in higher cost of grain. 

Q. * And if you had used car miles in 
building up this grain? | 

A, I am sure I would have had a higher 
cost because of fuel and crew wages, because grain 
is a heavier loaded commodity than the average commod- 
ity. 

Q. Now, I quoted to you this morning, 

Mr. Stenason, a statement of Mr. Arkle concerning 
the large heavy tonnage trains moving from Winnipeg 
to Fort William. You might have that in your mind, 
and I wanted to ask you - I have been advised that 
you costed the movement of grain in trains of average 
tonnage? 

A, Average through trains, and grais 
moves on through trains. 

Q. If it does move on trains at maximum 
tonnage, would there have to be adjustments? 

A, We have established from samples and 
surveys that it does not. When we did the costing’ 
we costed it on the basis of average through trains. 
We then went back and worked with the conductors! 
wheel reports and established a weighted average 


weight of grain train. We were able to take the 
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ANGUS, STONEHOUSE & co.LTD. Stena son, cr-ex, 11812 
TORONTO, ONTARIO (Ma uro ) 


average weight of extra trains and the average weight 
of through trains and the proportion of grain moving 
on extra trains and the porportion of grain mvoing 
on through trains, 


Q. In determining the number of engine 


minutes devoted to switching grain cars, what %SZlowance 
has the C.P.R, made for the fact that the average number 
of grain cars per cut exceeds the size of cut on non- 
grain cars? 

A. I have not had it established that it 
is a ‘fact that the average number of grain cars per 
cut exceeds that for all traffic. As a matter of 
fact, a study was done in Windsor station with one 
of your consultants, and we took three yards, Calgary, 
Saskatoon and Souris, working from the switch lists 
and determined the average number of cuts per car for 
grain and for all traffic, and we found that they 
were identical at Calgary and Saskatoon, and that 
there were more cars per cut on grain at Souris, which 
was the third Study,and of all traffic. 

Q. I understand that as a result of the 
studies made with our constultants, in Taco, ac 
Calgary the average cut per grain car was Be35 1a 
other traffic 2.6? 

A. Those figures don't sound -- 

Q. The Southerland yard -- 

A, My figures are different. 
Q. The ones I have are: Saskatoon, grain, 


2.64; all other, 2.57. Souris yard, grain, 7.2 per cut; 
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all other 3.2 per cut? 

A. Well, pardon me, my figures, except for 
Calgary, are similar. TI have grain at Calgary 3.08, 
and all others at Calgary 2.5, that is all loads and 
empties, 

Q. Calgary is 3.08 per cut, and all others 
Rie? 

A. Yes. This means that at one yard there 
is a significant difference in the number of cars per 
cut. 

Q. That is the Souris traffic? 

A. Yes. 

Q. At the Saskatoon yard it was showed 
that during that period there was no variability. There 
doesn't appear to be any change between the handling 
of grain and all other commodities? 

A. That is because grain is basis of 
the traffic moving. 

Q. Are you familiar with an article in 
The Railway Age, January 4th, 1960, entitled "How 
cars in muntiple cut costs"? It is commonly referred 
to as the Wright formula? 

A. Yes, I am familiar with the article, and 
I might say we tested this formula in Canadian Pacific. 

Q. What did you come up with? 

Be With a disagreement with Mr. Wright on 
the influence of size of cut on yard costs. 


Q. It certainly would have made a difference 


if Mr. Wright was correct? 
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A, On the basis of the evidence we have, 
I doubt if it would make a difference. 

Q. Because it drops the average engine 
minutes per car to his formula where one car represents 
100 per cent -- 

MR. SINCLAIR: My friend has heard the witness 
say it isn't applicable to Canadian Pactileveslodontt 
know why we are going further into this. 

MR. MAURO: Q. I want to compare his allega- 
tions with your findings, and he Says a cut of three 
cars drops the average engine minutes from 100 per 
cent to 39.43 per cent, or cuts it one third, and a 
cut of seven cars drops it to 22 per cent of the time 
involved in cutting one car. What was your finding? 

A. Well, we tested Mr. Wright's article 
against our switching experience in Winnipeg where we 
have had yard studies underway for some time, and we foun 
on the basis of the actual observations of cuts 
which had been made and the number of cars in the cuts 
as significant reduction from one car per cut to two 
cars per cut, or approximately, that thereafter in- 
conclusive results. Let me read you, for example, one 
task which is called a kick cut to clear task. ‘The 
figures I will read are the figures in time per additional 
car per cut. At 3 we have an additional time of .100 
minutes; at 4 of .087, 5 of .086, 6.0f .108: 7 of .co7; 7 
8 of .090; 9 of .097. These are baséd on actual switch- 


ing observations. 


Q. Did you start from one or three? 
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ae I started at three. 

Q. What is one? 

Bis Number’ one is .060; from 2 to 3 .080. 

Q. I wonder if you could provide us with 
a copy of that Winnipeg test? 

P 

A. Yes. 

MR, SINCLAIR: He has put the figures on the 
record now. That is the test. 

THE WITNESS: The data is in Winnipeg. I 
have the summaries here of it. 

COMMISSIONER BALCH: Was that a flat yard? 

THE WITNESS: Yes, this was Winnipeg yard. 

MR. MAURO: Q. I have been asked also 
if you would provide the equation that you use to 
arrive at these figures? 

re There is no equation. These are based 
on actual observations and the only equation would be 
dividing the additional time -- 

Go. Was it a straight time test? 


A, Yes, the actual time observations were 


collected. 
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Q. You didn't work out any average for 
switching one car --- engine minutes for switching 
one car? 

A. We have that available. 

Q. Is there any cross-haul of empty cars 
wyerkec  2cPiitR.? 

A. I think every railway has some degree of 
cross-haul of empty cars. 

Q. I wondered if this would appear in the 
routing of the 3700 sample you used in computing your 
empty car figure? 

A. Yes, your experts drew to our attention 
Some instances in which cross-haul of empties was 
involved. 

Q. And as a result, this would overstate the 
empty car mileage and the cost attributable to grain? 

A. It was a very small amount, and we found 
that the figures which your people had taken off over- 
stated the amount of cross-haul. I think it was something 
-~ I don't have the figure here -- I think it was 
something like 100,000 car miles out of 130 million. 

Q. I have here a summary of empty car waves 
ment by grain to Victoria, and the instructions on the 
back say, 

"Where single letter is shown means car moved 
through terminal without changing direction." 
T see in an item under Fort Macleod, 532 ---- 


A. Yes. 
Q. Moving north. I wonder if you would tel 


me what railway comes into Fort Macleod from the south? 
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A, This could be a branch line, 

Q. Could you ascertain if there is any 
C. P. R. line going into Fort Macleod from the south? 

So that there isn't too much time spent, you will admit, 
I think, there is no railway coming into Fort MacLeod 
fromthe south? 

A. I won't admit that. There is a sub- 
division, 

THE CHAIRMAN: I think Mr. Sinclair would 
admit that. 

MR. SINCLAIR: That there was no railway into 
Fort MacLeod from the south? 

THE CHAIRMAN: No C. P. R. railway? 

MR. SINCLAIR: Mr. Chairman, I would not admit 
anything until I talked with the people who know some- 
thing about the railroad, 

MR. STENASON: We are still working it out. 
We will give you the answer to that. 

MR. MAURO: Q. You are working it out: 
Well, you are going to have to do some fast constructing. 

A. I believe it is an east and south 
direction that is involved. 

MR. SINCLAIR: This is railroad direction 
rather than geographical direction. 

MR. MAURO: Qe There is a single letter, 
denoting there was no change of direction, and if this 
car moved into Fort MacLeod from the south on the 
C. P. R. it certainly couldn't change direction because 
it wasn't on any rail line when it came into Fort 


MacLeod from the south. 


yas at orontd . 
fdtuoae odd mor? vomtoat trot odnt gntos ontt it .t 
wtimbs [fiw voy .deeqe suite domm cod dae exedd sade al 
nhactie duced odnt gtimdéo yswiter‘on et esvedt ined? I 
ae tehieshonmene 
-dve gp at ored?  .dedd side PdowlE LA 
oy) (seetotsavan” 7B - 
bivow thefomte Wt sinkds 2 sWAMATARD Sur 
| dads Jkabs 

Stet yewtiat om asw eyed? seat  +¢BIAIQMIC aM ine 
fdsuoe ont mort hoaloaM t10% 

diusus tes 1.9 .0 of sWAMATAHD GHr oO 

ditiibs don bivow I .dsreried®d .af +ATATOMTa .AM 


oe 


oe Se oe 


-sMog Woax ofw olgoeg snd ddiw beallet I Lede antdiyas 
-beorliss odd tuods yaths -— 
790 3f saivdow [Lita ers SW :WOBANETS . AM 


 isht-od "sweas edd yor evik £f{lw baat 
sduo SE anbisow ote Yor _@  ORUAM .AM - 


-gntiourdsnoo Jasi side af OF OVEd oF BafOe ems LOY I few ~ 


= 


dtvuoe Das tase ns ei dk avetied © .A 
Hevievat ef dadt noltoortb 

nolgoe1th Hbsomfitss eal eid?  sALATOWTe . 
-AObSooahp Laotriqangosg risdt Tanyas 

apeadt efanta 8&8 al sront iV :ORUAM . FM 
efdt tt bas .nottestib to SpuSHo or Baw ersrtt gnivonsh 
odd ao Advoae ered stort bowlsaM dof ovat bevom rw.) 
28US99C Ge s08akB eansitio J'abIuos Vinlecies TE «Tf of 2B 
JroWf oom amps tL new omke fies yas no t'aesw of 


.S308 oft moxl boalosh 


ANGUS. STONEHOUSE &Co.Ltp. Stensson cr-ex tices 


TORONTO, ONTARIO 


A. We will have to look this up and trace 
ae uD, 

MR. SINCLAIR: Who took the figures off and 
put the designations on? Was this some of the work 
done by your consultants? 

MR. MAURO: We areready to admit our error 
if we find this is not right. 

THE CHARIMAN: I think there is probably 
an error in there because there is only one railway 
in south Alberta. 


WR. SINCLAIR: We will be glad to look into 
fe 


-i 


wR. MAURO: |G.  We milage neeee thee mnune 
case of the Moose Jaw terminal, while 21, 000h.empty cars 
were moving in trom the east and 21,000 ee cars 
moving wegt out of Moose Jaw 884 FN Sats were 
moving east into Moose few and the same number moving 
out of Moose Jaw. I sugges that you have simply 
taken everything that was ever empty in western Canada 
during the period and balanced off the cars moving 

in and out through the various subdivisions and added 
it all up to the empty car days attributable to grain? 

A. No sir; we traced the empty cars and 
the empty car days and the empty car miles and cars. 
used on grain loading. 

Q. You didn't happen ou see any coincidental 
factor of 35 empty car miles through each of the sub- 
divisions from Arcola west and north? 

A. Yes, this had to do with milling in 
transit traffic to Winnipeg, and the answer to this 
is the rounding out of the number of cars going in to 


the mills at Winnipeg, from our sample, to the number 
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\ 
of cars -- that is, the total population of cars 


moving over these particular sub-divisions. 

Q. Wasn't it very fortunate for your 
calculations that Arcola was 35, Brooks was 35, 
Empress was 35? 

A. Yes, but you don't understand the 
process of milling in transit? 

Gy No, I don't, 

A. The empty car miles of milling in 
transit traffic were developed on the basis of a 
Ssample,and the routing was secured from the cancellatio 
of the waybills. On milling in transit the 
inward waybill is cancelled wit outward waybills, 
and we round it off to the nearest car which would 
have made one car which me expanded from the sample 
to produce an estimate as to the total empty car 
mileage involved. 

Q. So I am correct if you take the east 
and south: Cranbrook 35; Crow's Nest 35; Fife 
Lake 35; Ignace 35; Kaministiguia 35; Keewatin SID e 
Lanigan 35; Macleod 35; Portal 35; Stirling 35. 

A, Well, as I say, that was the inward empty 
miles prorated. 

Q@. And then you took this factor of 70, 
105 and 140? 

A. This occurred only in the case‘of 
Winnipeg milling in transit traffic, and there 
was a very real reason for it. 

Q. That is a precise determination, is it? 


A. Yes, through the sample. 
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Q. Exhibit 64, Mr. Stenason; that is 
statement 406; The C.P.R, has charged grain with 
3,385,910 active car days at a cost of $3,500,000 for 
freight car repairs and depreciation? 

A. Yes, this was reduced in the revisions 
a presented this morning. There was a small change 
there, The active car days are 3,208,000. 

Q.- You have not made much of a change there? 

AS WHo.< Of course, the treatment of car 
repair and depreciation expense was modified. It 
is based on a calendar car day basis rather than an 
active car day. 

Q.- In determining these car days the C,.P.R, 
used the following procedure, as I understand it: For 
System car days you utilized Rail Form A procedures? 

Arne wo . sir, 

Q. You didn't use a statistical method 
of determining the car days? 

A. Not in the riety seatehee That was done 
initially. 

Q. Under the revision what system did 
you use? 

A. We traced a sample of Canadian Pacific 
cars which had been used in grain loading in 1958, 

We traced it ne the year as a whole and we counted 
the days the cars were active and the days they were 
idle, which kd to the development of an active car . 


ratio. 


@. Have you work paper No. 35 with you? 


am AS ala ek 
| - Bat (, 9,9 SF due oe e 
10 000,008,€% jo. Gace 8 36 Bysb 189 svitos oxe.e8eve | * 
$Hoktstooxqeb bas eiisqet nas-tigtent | ’ 
eaoletves ot of Deowdet esw eidd .89Y AU wi 
esanado [isms & Baw. storiT - aatmront aint betnseenq I 
.000,808,€ sue 8y8b t£0 Svigon act enedé 
feneds egonsdo s to doum sbam Jott evan poy 68 
1s0 To tnsmtsesid oft .SetuOED 10 -O% .A 
tI -beitibom esw seneqxe aoidstosiqeb bas ateqet 
nS a6iv tod¢st elesd ysb 160 wehbasiso 5s no besad st 
| - tsb ts9 svitos 
.fi,9,9 edt Bysbh vs0 sgedt gntnterredeb nt -p 
- TOF 33t praletdbin I @s ,s1wbesdeq gdtwal tet eds beay 
¢renubeso1g A. mioY Lisi selitten wet eed TS. metseys 
| wae «OH 4A | 
borlvem (eoltaliste s say ¢'nbth go¥ .9 
feysh as9 eft gotaltmrveteh to 
onob eaw ¢adT .anotstves ent at JOM LA 
»Yilseisina£ 
5ib madveye sarw nobeives edt webav 
| feev oY 
ofttosi astbsnsd “to sfiqusa s beostt oW .A - 
»S@QL of gatbsos ater mi bea meed bad fotdw ete. 
_ betnuoo ew brs-elodw 6 86 tesy sid ead. Uh Deore ow 
Tow yodt ayeb sid bas evisos one BBY eis eysbh od? 
- 382 oevidos ns lo daemqoleveb scit oF bal dotidw .elfbt 


»ol¢vst 


iwoy Adlw C& .ok taqsq wtow voy evaH .¢ 


ANGUS, STONEHOUSE & Co.LTp, OLeENASON cr-ex 11824 
TORONTO, ONTARIO ( Mauro ) 


A. Yes. 

Q. Perhaps we could take a look at that? 

MR. SINCLAIR: The only one we have 
here is to make up the car days under the revision. 

MR, MAURO: Qe You don't have working 
paper 35, What are the system car days that you have 
before you -- the total system car days? 

A. Total system calendar car days. This 
is the way in which it is developed. They are 29 
million odd. These are calendar car days rather 
than active car days. 

Q. And you used tne same method on the 
grain? 

A. We used calendar car days on grain, 

Q. Did you use the waybills and the 
conductors wheel reports to construct the number of 
trains and train miles for loaded grain cars and the 
wage costs? 

A. No, they were tested through samples 
drawn from the conductors wheel reports. 

Q. Wouldn't it have been more accurate 
if you had used the waybills and the conductors 
wheel reports? 

A. No, I don't see that it would be if 
the tests show that the method followed was appropriate 

Q. Your actual average weight of train 
in determining the number of trains from which you 
built the following costs: The cost per ton mile 


and the cost per locomotive mile? 
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A. We used the average weight of through 
trains by train-run by direction in computing the 
number of train miles of grain, with an allowance 
for the resistance factor over each sub-division. 

Q- And it was from this statistic that you 
developed the cost per train mile and the cost per 
locomotive mile? 

A. The fuel and wage costs were actual. 
They #@e kept in the basic records of the company. 

The unit locomotive repair expenses -- at least, the 
locomotive cost was developed by applying the loco- 
motive miles to the unit locomotive repair expense, 

Q. But isn't the weight of the train the 
key factor in developing these costs -- the weight 
of the train? 

A. Yes, it is. 

Q-.- Well then, could you not have drawn from 
the records at originating stations and the conductors 
wheel reports which would have given an exact tracing 
of all traffic, from which car miles and car days 
and train miles could be developed, and also the 
heavier weight of the grain trains would be reflected? 

A. There is no need to use a complicated | 
procedure when a simpler procedure, with tests, 
produces the same results. It would be an extremely 
complicated matter to go through all of the wheel 
reports on Canadian Pacific for 1958. 


Q. IL suggest to you that you substituted a 
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(Mauro ) 
hypothesis: You hypothesized the load movement ’a 
the basis of an arbitrarily selected routing pattern? 
A. No, we used as our analysis of routing 
the manner in which the traffic moved -- we traced it 
through the survey. 
Q. From the material I have suggested you 
had within your power to eral et sou could have 
determined the actual car miles; is that correct? 
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(Mauro ) 


A. The routing analysis was tested from 
a Sample of the car service records on the traffic and 
that check showed that the routing pattern in fact, 
tended to underestimate the total loaded car miles 
of grain because the routing pattern did not reflect 
any detours which might have been caused as a result 
of operating exigencies, 

Q- And did your check against wheel reports 
also show that you understated the average weights of 
the grains? 

A. No, the cheek against wheel reports 
showed a difference of about 200 tons between the 
constructed average weight of grain train and the 
average rate of through train -- all weighted out by 
train runs in which grain : handled, This sample 
was taken in 1959 which was the /year -- which was the 

[ 
earliest year we had for train weights py type of 
train by train run and by direction. 

Qe iI wonder would it be possible to have 


that work paper 35 available for our consultants? 


A. Work paper 35 revised? 


Qe yea o 
A. yes. Wwe do not have copies of it here, 
MR, SINCLAIR: We will send it down and 


get it Xerox-ed and get it back. 

MR. MAURO: Thank you. 

Q. I have been advised that on some of 
these empty car movements that the grain was charged 


with movements west in British Columbia, empty cars 
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TORONTO, ONTARIO ( Mauro ) 


car movement west in British Columbia. Could that 
possibly have crept into your calculations? 

A. At some of the cross haul that is done 
in the tracing of the empty cars. There is a very 
Small amount involved. 

Qe. The empty box cars in British Columbia 
went west and then east and grain was charged for the 
empty movement on both the western empty movement in 
the province of British Columbia and the eastern empty 
movement ? 

A. The cars were loaded with grain and, 
therefore, the empty movement is traceable to grain. 

Q. This empty car in the Cascade sub- 
division, did theyhave grain, going to pick up grain 
in Vancouver? 

A. No, it was used ultimately for grain 
loading. 

Qe It got all the way back east into 
Saskatchewan so it got into that both the post and 
prior on that empty movement? 

A. No, it was all in the prior empty 
movement when the car was taken, There is something 
like 100,000 empty car miles out of 70 million. 

Q@. Is it not true that the Canadian 
Pacific Railway has hump switiching yards in Winnipeg, 
Calgary and Fort William? 

A, wes, 


Q. Were costs of these yards taken into 


account? 
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TORONTO, ONTARIO 


Q.- Is it cheaper to use a hump yard? 

A. Pardon me while I consult with my yard 
expert. The hump yards were built because they are 
cheaper than flat Switching for the particular mix 
of traffic and volume of traffic, 

Qe How do you count engine minutes per 
car in the hump yard? 

A. The total amount of time spent by 
engines, this is in classification, and the total cars 
handled in the classification area, 

Q. You take all the cars in the classification 
area, the total number of minutes Spent in humping all 
of these cars and you divide it into the number of 
cars and come up with the average? 

A. That is right. 

Q. And if there were humping cuts of 4 
and 5 cars of grain to single cars of cther industrial 
traffic, grain would bear proportionately the time that 
it took to hump them all? 

A. All traffic is handled by direction of 
movement. In a similar way, insofar as the number 
of cars per cut are concerned, the fact that this: car 
was non-grain is not an important consideration, the 
destination point is. 

Q. Are taxes borne uniformly throughout the 
System or are they higher in densely populated areas? 

A. Froperty taxes? 


Q. Yes? 
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TORONTO, ONTARIO 


MR. SINCLAIR: Well, it all depends on what 

province you are dealing with a lot of other things. 
I do not know how my friend can expect the witness 
to answer a general question about tax laws in Canada. 

MR. MAURO: I thought perhaps making this 
statistical survey he came up with factors that would 
reflect various tax levels based on population, density 
of population. In other words, we would expect that 
the plant of the Canadian Pacific in the City of 
Montreal might attract apprecially more taxes than in 
the City of Moose Jaw. 

MR. SINCLAIR: Of course there are a lot of 
things that attrac; more taxes, maybe a bigger plant 
and I think it is. It may be a higher tax rate and 
I think it is. We are giving the total taxes by province. 
| MR. MAURO: Q. All I asked Mr. Stenason 
was whether ‘or not in your study you were able to 
determine the taxes borm uniformally throughout Se 
system or whether or not there was a change of value 
due to plant in urban areas or more densely populated 
areas? 

A. As I said this morning, as a test we 
developed the property taxes chargeable to grain on 
the basis of property taxes payable in the western 
provinces. I have not carried this a further step 
to test whether the taxes are higher in urban areas 
or not. 


Q. What taxes could you avoid if there was 


no grain traffic in Canada? 
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TORONTO, ONTARIO 


A. Solely related is a start, given a 
long term for adjustment our road property investment 
would be scaled down considerably. Whatever taxes 
are based on the availability of road - whatever 
taxes are based on valuation of property would in the 
edeters be scaled down. Sales tax, unemployment 
taxes, excise taxes. 

Q. Have you ascertained on an avoidable cost 
basis the amount of saving in taxes which would be 
brought about if the C,P.R, did not have grain traffic 
at all? 

A, What do you mean by "an avoidable cost 
basis"? 

Q. Assuming the traffic did not exist, 
that is one method of ascertaining the cost of the 
traffic. Now, there are taxes as a fixed cost, if 
you do not have any grain traffic at all could you 
tell us what the C.P.R. would save? 

MR. SINCLAIR: Of course, Mr. Chairman, I 
must object here. Our position is that an avoidable 
cost concept is meaningless applied to a volume movement 
of a crop on which the western economy is based. As 
far as we know it will be based on that for some time 
in the future and this principle of avoidable cos§ 
concept is not appropriate. Why showld we get into 
evidence that is not appropriate, 

MR. MAURO: The only reason I introduced it 
was Mr. Stenason had taken a very active and important 


role in this first real study of multiple regression 
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ANGUS, STONEHOUSE &co.i.tp. Stenason, cr=-ex, 11832 


TORONTO, ONTARIO 


called avoidable costs of passenger train service and 
I thought in utilizing his method in Canada he had 
used avoidable cost approach and he should tell us 
how much they would save. 

MR. SINCLAIR: As we all know, passenger train 
service is avoidable end great steps have been made 
both in the United States and in Canada to avoid this 
traffic but this is entirely different with respect 
to the movement of grain. 

THE CHAIRMAN: The witness can dispose of 
it by simply saying he did not consider it. 

MR. MAURO: Mr. Sinelair should not be getting 
up to make speeches. 

MR. SINCLAIR: I am merely objecting. 

MR. MAURO: The witness can answer fairly 
straight-forwardly whether or not in his analysis of 
the cost of study traffic he approached it from the 
view point of avoidable cost and if so can he tell us 
how much taxes the C.P.R. could save if they did not 
have any grain traffic at all. 

A, We do not have an estimate as to the 
taxes which could be saved if Canadian Pacific did 
not handle grain traffic. We do have the taxes separated 
for the small related lines. There would be additional 
savings in taxes. Throughout these studies variable 
cost is used as a proxy for avoidable cost and the 
technique which was used in the test as referred to 
earlier was on the basis of availability. 


Q. Have you any statement that you might 
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ANGUS, STONEHOUSE & CO. LTD, Stenason, cr-ex, 11833 
submit as to the amount of taxes relating to stations, 
terminals used mainly for passenger and LCL traffic? 

A. No. 

Q. You do not have a statement on the com- 
plex in Montreal's Windsor Station and your portion 
of the costs of other terminals and the taxes in the 
large cities in Canada? 

A, No. 

Q. What that amounts to? 

A. We do not have it readily available. 

MR. MAURO: Would you like to stop here, 

Mr. Chairman? 

THE CHAIRMAN: Yes, I think we will. We 
will adjourn until 9.30 tomorrow morning. Counsel have 
agreed that it might be better to sit from 9.30 to 
noon and then 2.00 o'cleck to 4.30 and from the view 
point of the transcript and so on that it is better 
to stop at 4.30 rather than 5 00. We sre not anxious 
to work any longer hours but we are anxious to 
accommodate the officials and consultants who are here 
and want to get away. I think it is agreed that 
Mr. MacKimmie will carry on at 9.30 tomorrow morning 
interrupting the cross-examination of Mr. Mauro. 

MR. MAURO: I might say I will not be as 
long as I had previously estimated. 

THE CHAIRMAN: Well, Mr. MacKimmie will be 
wir at 9.30? 


MR. MacKIMMIE: Yes, thank you, sir. 


Pe 


THE CHAIRMAN: We will adjourn until 9.30. 


% 
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---Adjournment. 
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